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Sales more sure, loans secure 


when home builders install equipment from the big 


Mueller Climatrol 


Cooling gives homes extra value that makes them easier to sell today 
— easier to re-sell tomorrow. 





And when it comes to cooling, nationally-advertised Mueller 
Climatrol, the Big Name in Heating and Cooling, provides a complete 
line that meets most any requirement, residential and commercial. 
New styling and a new, smooth finish in a new, handsome color add 
eye-appeal that gives home-seekers another reason to buy. 

For 97 years, the name, Mueller Climatrol, has been a sign of 
quality — high quality you can count on, to protect your investment. 

So look for the Mueller Climatrol trademark on the cooling, as 
well as the heating, equipment in homes already built or those still 
in the blueprint stage. 


© Mueller Climatrol 


2054Y W. Oklahoma Ave. * Milwaukee 15, Wis. 





New! Type 224-906 Companion Units — For ol!-season air conditioning. 
The type 224 heating unit is oil-fired (convertible to gas) — with 80,000, 100,000, 
125,000, and 150,000 Btu input. The Type 906 cooling unit is available in 2-hp and 
3-hp sizes — and can be installed with any winter air conditioner. Has own blower. 
Each size of the heating unit may be interchanged with either of the cooling models, 
for reol flexibility. 





Type 916 Summer Air Conditioner Type 115-905 Counterflow 





Type 900 Condensing Unit and Coil 
—A compact unit of semi-hermetic design thot 
con be installed in the duct system of ony 
forced-air heating plont having sufficient 
blower copacity. 3, 5, and 7'/; hp. 


-— For use with Types 116 and 216 winter 
oir conditioners. By-poss damper orrangement 
provides utmost efficiency in any climate. 2 
and 3 hp. Also available is the Type 90! 
Summer Air Conditioner for use with Type 
105, gas-fired, and Type 202, oil-fired, win- 
ter air conditioners. 3, 5, and 7, hp. 


Summer and Winter Air Conditioner 
—Heating and cooling for perimeter systems, 
with horizontal or attic furnaces, and other 
small spoce applications. Furnace hos ade- 
quate blower for both heating and cooling. 
Cooling unit contains complete enclosed re- 
frigeration system. 2 and 3 hp. 








Self-Contained Cooling Unit — 
Con be installed with any new winter air- 
conditioning system — or added to existing 
systems. Contains complete enclosed refriger- 
ation system in one compact packoge. 2, 3, 
and 5 hp. 





Type 904 Self-Con- 
tained Cooling Unit 
— For installation in 
stores, restaurants, etc. 
— or with duct systems 
in homes with radictor 
or radiant hect. Complete 
refrigeration system with 
blower and filters. Con 
be installed with steam 
coil for heating. Avail- 
able with discharge 
grille, or can be used 
with duct-work, 2, 3, 5, 
ond 7, hp. 
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Type 910 

Recessed Summer Conditioner —. 

For cooling new and old homes, motels, apart- 
ments, office buildings, and homes with ra- 
diator heat. Installs under window between 
two standard studs. Air-cooled, requires no 
lumbi ti ¥%,-hp and 1-hp sizes. 
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MBA Calendar 


June 13-19, 1954, School of Mort- 
gage Banking, Course I, Northwestern 
University, Chicago. 


August 22-27, 1954, Western Mort- 
gage Banking Seminar, Stanford Uni- 
versity, Stanford, California. 


September 27-30—41st Annual 
Convention, Conrad Hilton Hotel, 
Chicago. 


FAMILIAR SCENE 

The settings were the same and so 
were most of the people as, once 
again, representatives from the mort- 
gage industry and others with an in- 
terest in housing and housing financ- 
ing put in appearances at the Senate 
and House banking and currency com- 
mittee hearings to give their views of 
the new housing legislation. But there 





had been a drastic change from pre- 
vious appearances: the opposers this 
time seemed to be the same group 
which voiced the loudest acclaim be- 
fore; and the support seemed to be 
the opposition of years past. Sup- 
porters of the legislation weren't 
agreed on every phase of it; rather 
there were almost as many opinions as 
there were groups. Somehow, in some 
way, out of the maze of complicated 
divergent opinions, will come broad 
new housing legislation (but maybe 
not as soon as you think) under which 
the government side of mortgage lend- 
ing will proceed. Above, that’s MBA 
President William A. Clarke, with 
General Counsel Samuel E. Neel, tell- 
ing the house committee what MBA 
thinks it ought to contain; and for the 
complete story see page 18. 
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TRONGER 
THAN ITS 
WEAKEST LINK 


P gree: the factors which make a mortgage safe and 
desirable are (1) The quality of the mortgagor. 
(2) Skill and experience of the mortgage broker. 
(3) Value and desirability of the mortgage property. 
(4) Quality and acceptability of the title. (5) Avail- 
ability of the government guarantee. (6) Yield and 


(7) The quality of the servicing. 


Each is important. A weakness in any one such as, 
for instance, a defective title, can destroy the security 


of the whole mortgage. 


Fortunately, the strength of the title link can be 
assured with a policy of title insurance so that title 
faults need not threaten the strength of your entire 


mortgage. 


Title Insurance Company of Minne- 
sota is prepared to take care of the 
title insurance needs of mortgage 
bankers generally in the states listed. 
Policies are issued through branch 
offices, agents, or direct from the 
home office. The service is planned 
by mortgage bankers for mortgage 
bankers. 


Capital, Surplus and Reserves 
in excess of $3,000,000. 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET LINCOLN 8733 
MINNEAPOLIS 2, MINNESOTA 





=) (ay) (Guy) (GUENEED) | 


MINNESOTA UTAH OHIO FLORIDA GEORGIA 
MISSOURI TENNESSEE KENTUCKY MONTANA WYOMING 
NEBRASKA MISSISSIPPI WEST VIRGINIA SOUTH CAROLINA 
KANSAS SOUTH DAKOTA LOUISIANA NORTH DAKOTA 
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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 














There’s a NATIONAL HOME 


for every Family Need and Income 


National builder-dealers can offer buyers the widest 
variety of choice in designs and floor plans—from 

the thrifty 2-bedroom ‘‘Pacemaker” to the dramatic 
open-planned “Rangers” and the de luxe 
‘“‘“Custom-Line”’ homes with up to 4 bedrooms, 2 baths. 
There’s a National to suit every requirement, every 
budget. This assures satisfied purchasers whose payments 
are met promptly, and is a major factor in the 
soundness of National home mortgages 

as long-term investments. 















Brochures showing all latest National 


designs and floor plans will be sent ORPORATION 
RSEHEADS, N. Y. 


DUCERS OF QUALITY HOMES 






to interested institutions on request. 


THE MORTGAGE BANKER * May, 1954 3 














want in our Gunnison Homes.” 


“Most of our buyers ore cost-conscious working people who want a durable, comfortable, attractive home at moderate cost. They find what they 


“200 homes built, sold and occupied in 2 years 











EREESETEITIIL 











Eastern Builders is creating an attractive new suburb of 200 Gunnison Homes in the city of Bethlehem, Pa. Called Liberty Park Development, it will be completed in 1954. 
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“One of our strong selling points is the fact that a Gunnison Home is a product of United States Steel, which assures top quality and dependability.” 


—that's why we build Gunnison Homes.” 


@ When Gideon Groll speaks about housing, 
he speaks with authority. Now president of 
Eastern Builders. Inc., he has had 20 years 
experience in the home building industry 
and knows a good home when he sees it. 
Here is what he told us about Gunnison 





Homes. 








HOW THEY DID IT 
| e An exceptionally good product: Gunnison Homes. Wide variety of floor plans and designs 
available. 


2. The market is primarily Gi's and semi-skilled labor who have limited funds to invest. They 
want 2- and 3-bedroom homes, room for growing families, convenience, and easy upkeep. 


3. Land prepared and complete building operation planned well in advance so that financial 
source can judge development intelligently. All Gunnison Homes accepted by VA and FHA. 


4 e Erection personnel specially trained on Gunnison Homes to assure sturdy well-constructed homes. 

ede Long-term mortgages obtained on all Gunnison Homes built thus far. Ninety-day construction 
financing, available to all Dealers from United States Steel Homes, helps this builder get fast 
building start in spring. 

6. Local newspaper ads and radio spots help sell homes. National advertising and local promo- 


tion by United States Steel Homes support Dealer efforts. 


“Gunnison —trade-mark of 
United States Stee! Homes, Inc 


United States Steel Homes, Inc. 


GENERAL OFFICES: NEW ALBANY, INDIANA 


Plants at New Albany, Indiana, and Harrisburg, Pennsylvania 





DISTRICT OFFICES: Atlanta, Ga. . Chicago, Ill. . Columbus, Ohio 
Dallas, Texas - Harrisburg, Pa. « Louisville, Ky. « Newark, N.J. « Omaha, Neb. 


UNITED 


Be i Be 


says Gideon G. Groll, President, Eastern Builders, Inc., Allentown, Pa. 


“I don’t know of any other home that 
offers more for the money than these Gunni- 
son Homes. If I did, I'd build that one. 


“When we first saw specifications and 
designs for Gunnison Homes, we liked them. 
The architects had packed in an awful lot of 
comfort and convenience, and the designs 
met every VA and FHA requirement. Our 
customers liked them so well that we've been 
building Gunnison Homes exclusively ever 
since, and people have been buying them as 
fast as we build them.” 

Mortgage men in eastern Pennsylvania ap- 
parently agree with Mr. Groll and his buyers. 
Eastern Builders sold 200 Gunnison Homes 
in 1952 and 1953 and obtained attractive, 
long-term mortgages for every one. They 
expect a continuing good market in 1954 for 
homes in the $9,000 to $10,000 price class. 


Like Eastern Builders. every United States 
Steel Homes Dealer gears his development 
to the existing market. The large variety of 
Gunnison Homes enables him to build a 
good home for any price from $8,000 to 
$14,000. You will find that an investment in 
his homes is a sound one because he is a 
successful, experienced builder who knows 
his market. He is a well-known local busi- 
nessman whom you can rely on, and he has 
the complete backing and assistance of 
United States Steel. 


Write for complete information. 


CORPORATION 


es et 
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Title Guarantee Service = 
in 62 cities for SS : 


Prompt Service. 


: Chicago Title Guarantee Policies are 
: issued locally—in 62 Illinois cities— 
. issued right where the property is located. 
: Full Protection. 
. A Chicago Title Guarantee Policy 
x oa% protects your mortgage even against 
oy oe hidden title defects not found 
‘-*. : rel in the records. Should anyone question 
= yes : the title as guaranteed, Chicago Title 
vee . and Trust Company instantly takes over 
“ee . ° i= ~~ its defense . . . pays all legal costs... 
‘wees . Reet and settles any loss promptly. 





~ . | a The Finest Backing. 
: Behind the Chicago Title Guarantee 
Policy is unequaled financial strength 

—plus over 100 years’ experience 





* with Illinois real estate. 
. On your larger loans, we reinsure 
. CHICAGO for title companies in other states 
* TITLE 


GUARANTEE Chicago Title 
Cece ‘ POLICIES and Trust 


5 , ISSUED LOCALLY IN Company 
a oot 62 CITIES 111 W. Washington Street 


oe ° y Chicago 2 


e A —right where the 


Ay property is located . . . 
, Springfield Decatur Danville 


ee roe Oe Rockford Edwardsville 
*° . ¥ Ottawa 





ee 
SHSSSSSSSSSSSSSSSEESSET ESTES ESESEEEEESEESEE 
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A New Source of Sound Loans... 
The rp: 14) Gateway Home 


New P&H Home Designed for Title 1, Section 8 FHA Financing 


A P&H Home — the Gateway, design and craftsmanship are the same 


designed for Title I, Section 8 as in the most expensive P&H packages. 
FHA financing, offers the lender a Tap this big source of insured Joans 
steady supply of sound mortgages. It’s now. Cut your servicing overhead. 
a low-cost home, designed for volume Make the soundest loans now offered 
sales (down payments as low as $300, in the low-cost market. Investigate the 
monthly payments, about $37). But P&H Title I Home. Write today for in- 
no corners have been cut on the quality formation about P&H building in your 
of the P&H Gateway Home. Materials, own area. 


PekhH HOMES / wanmscurror CORPORATION 


365 SPRING STREET * PORT WASHINGTON, WISCONSIN 


! the FEA dine ae Pees Fin ib: yee 
TRUCK CRANES DIESEL ENGINES POWER SHOVELS PREF ABRICATEO woes ELECTANC HOISTS SOUL STABILIZERS WELDING EQUIPMENT 
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THEY GO TOGETHER 





A “Lawyers Title’’ policy and a mortgage loan “go 
together.” 

A “Lawyers Title’’ policy provides the safest and soundest 
form of title protection known to man. It is issued by one 
of the Nation’s largest, strongest and best known title in- 
surance companies. It is always accepted and often preferred 
by large corporate investors. 

There is no other title insurance policy which offers so 
much in financial strength, in national reputation and in 


sound title protection. 








« 
2 
= 
* TITLES INSURED THROUGHOUT 35 STATES. 
bd BRANCH OFFICES IN: 
awye - | S ] . e Akron, O. Dayton, O. Richmond, Va. 
Atlanta, Ga. Decatur, Ga. Roanoke, Va. 
Augusta, Ga. Detroit, Mich. Savannah, Ga. 
° — Birmingham, Ala. Miami, Fla. Springfield, iil. 
hS u Ta nce Or OTA ion Camden, N. J. Newark, N. J. Washington, D. C. 
Cincinnati, O. New Orleans, La. White Plains, N. Y. 
* Cleveland, O. New York, N. Y. Wilmington, Del. 
Operating in New York Stale as Columbus, Ga. Norfolk, Va. Winston-Salem, N. C. 
Columbus, O. Pittsburgh, Pa. Winter Haven, Fla. 
hina fa ugenrs nance Corporation 
( Vingeensa | = Tella Insue @ e Dallas, Tex. Pontiac, Mich. 
Home Office ~ Richmond .\ irgin ia REPRESENTED BY LOCAL TITLE COMPANIES 
e IN MORE THAN 150 OTHER CITIES 
= 
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“Mortgage Banker 


CONVENTIONAL LOANS... 
the Mortgage Banker’s Salvation 


By WALLACE MOIR 


Vice President, Mortgage Bankers Association of America 


VERY year the scope of govern- 

ment’s responsibility and the 
range of its activity in the home mort- 
gage business increases. We came to 
expect this under Democratic admin- 
istrations. We are now learning that 
the same thing is to be true under a 
Republican administration. 

What do we find in the course of 
this unremitting expansion of gov- 
ernment? 

First, there is a steady drift away 
from concepts of sound credit as 
determined in the market to concepts 
of credit based on the borrower’s 
inability to measure up to the stand- 
ards of the market. The provisions of 
the pending legislation which create 
both a special class of FHA loans for 
unable to borrow otherwise 
and a government facility to make 
funds available for this activity are 
another long and very ominous ad- 
vancement of this tendency. Never 
before, outside the realm of public 
housing, has a welfare criterion for 
credit been made so explicit in a gov- 
ernment. But it has been becoming 
more and more implicit for a long 


families 


time. 

Second, the drift toward a welfare 
basis for credit inescapably enlarges 
the role that government must play in 
respect to the details of the transac- 
tion. If government is to insure or 
guarantee the lender against risk, then 
government will make its own judg- 
ment of what risks to take. 
ment is ultimately to hold the bag for 
the repayment of the debt, then gov- 
ernment will have a good deal to say 
about who gets the money and what 
kind of property is offered for secur- 
ity. If government decides that a cer- 
tain class of people are more deserv- 


If govern- 


ing than others or that the “need” for 
a certain greater 
than that for others, it can and will 
turn its powers to the effectuation of 


class of houses is 


such decisions. 

Government has been exercising 
these functions and making these deci- 
sions in a steadily increasing scope 
throughout the 20-year history of 
FHA. The FHA of 1934 was merely 


an auxiliary instrument of the private 


H ave we, in our indus- 


try, gotten too close to the 
forest to see the trees 
the trees being the seem- 
ingly acute problems of 
the moment and the for- 
est the broad, long-term 
scope of our business? 
Vice President Moir 
thinks that we may well 
have done so: and here, 
as he did for those at our 
New Orleans Clinic, he 
makes a careful appraisal 
of our mortgage past, our 
problems and our diffi- 
culties and the solutions. 
He then suggests a course 
of thinking and action 
about our business to 
which we might well turn 
our efforts today. This is 
bedrock thinking, to chal- 
lenge our initiative, to 
provoke our imagination, 
to stir us up a bit. 











mortgage market designed to aid in 
spreading risk and restoring the con- 
fidence of a demoralized industry to 
make its own decisions. The FHA of 
1954 is an instrument of government 
policy. In the VA loan guarantee 
program, the special-purpose char- 
acter has been present from the start 
and has been reinforced even to the 
extent of direct government financing. 
FNMA, conceived as a device for as- 
sembling and distributing private 
funds for mortgage purposes, has been 
repeatedly used simply as a means for 
accomplishing government-set objec- 
tives and is now to be recreated on a 
permanent basis, with wide discre- 
tionary authority, so as ever to be at 
hand for this purpose. 

As the act of decision has been 
transferred from the market to the 
government, the function and the at- 
titude of the mortgage lender has been 
substantially altered. To the extent 
that he has “cooperated” with the 
government programs, he has of ne- 
cessity surrendered his responsibility 
for mortgage underwriting, leaving to 
government the tasks of determining 
value, judging credit, and assuming 
risk. He has sought for mortgages that 
conformed to the government for- 
mulas rather than those that met his 
estimation of the housing de- 
mand. He has found that this mode 
of operation is both safe and profit- 
able, as well as a lot easier than doing 
his own underwriting as he must do 
when he makes conventional loans. 


own 


But in so doing, the mortgage 
banker may be practicing on himself 
a form of euthanasia, a gradual and 
not unpleasant method of self-extin- 
guishment. With his primary func- 
tion of responsibility taken from him, 
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HOW IT HAPPENED AND WHY 


he falls into the role of an agent or 
securities salesman. This is a very 
tenuous position, because it is one that 
may also be exercised by an employee. 
If, in other words, government is to 
assume the task of underwriting and 
assumption of risk, why should it not 
take the next step and take over also 
the administrative work of handling 
the transaction? Its control would be 
firmer, and the cost, so it would be 
argued, might be less. 

On still a small scale, the Veterans 
Administration has shown that this 
can readily be And, in the 
broader field of farm mortgage lend- 
ing, the outcome is even plainer. This 
example should have particular mean- 
ing for mortgage bankers, who of all 


done. 


people should know that this is no 
idle question. During its early years, 
the present-day Mortgage Bankers As- 
sociation was the Farm Mortgage 
Bankers Association. As the federal 
government, through its sponsorship 
of National Farm Loan Associations 
and creation of the Land Bank Sys- 
tem, carved out a substantial domain 
in farm mortgage lending, it was only 
by a phenomenal feat of adaptation to 
a changed environment that mortgage 
bankers were able to find survival in 
the urban loan field. If, however, that 
field is to be similarly taken over, what 
is to be left for them to adapt them- 
selves to? 

At this point, I am impelled to offer 
a word of warning to our friends, the 
home builders, who seem also deter- 
mined upon self-extinction. To a 
home builder, easy credit has an al- 
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Q. Why has government in mortgage lending become the giant that it has. 


? 


A. Because our conventional loan system is not too well adapted to the 


requirements of the present day housing market. 


ally, they are being solved. 


A. Because, as a people, we have a laudable but excessive impatience to 


see our problems solued—but inclined to ignore how surely, if gradu- 


A. Because we are readily seduced into taking the easiest way 
what could appear easier than selecting mortgages to fit a govern- 
ment specification, working out the deals on the basis of govern- 


ment appraisal, and expecting to pass them on to an uncritical 


insurance company or an ever-awaiting government supporting 


agency? 


most irresistible appeal, and, no matter 
at what cost obtained, he is likely to 
be for it. Full guarantees, protracted 
amortization, low interest rates, gov- 
ernment credit supports, all look good 
to him, if they produce plenty of 
But the cost of these bene- 
factions may be greater than he 
counts. He should realize that, as gov- 
ernment displaces the function of the 
private lender to forward its objec- 
tives, it will also move in on the pri- 
vate builder. 

If government is going to take the 
risk and direct the flow of credit, it 
is also going to be much concerned 
with the character of the house to 
which it flows and the operations of 
the builder whose pockets it lines. The 
result is bound to be increased deter- 
mination by government of what the 
builder shall build and how he shall 
build it, what he may fairly charge 
for it, and to what extent he must 
warrant its construction. In the end, 
government may find this a compli- 
cated way of doing business and re- 
sort to hiring its own contractors, 
after the manner of most British and 
nearly all continental home building 
today. 

Private building cannot long exist 
except on private credit. Much as 
builders may argue with us over a 
transaction and we with them, the 
final decision is reached jointly. When 
the government controls, there is no 
argument, because the decision has 
been made in advance. 

The questions I have been asking 
raise still another, and a more fun- 


money. 


damental one. Why does this sort of 
thing happen? It can be taken as a 
settled principle of political philoso- 
phy that, in this country at least, gov- 
ernment does not force itself into the 
province of the private economy, but 
intervenes only when and where a 
vacuum exists. The vacuum that led 
to the creation of FHA is still vivid 
enough in the memories of most of us 
to need no special recollection. In that 
instance government stepped in be- 
cause conventional loan activity had 
collapsed. In the course of time, how- 
ever, that vacuum would surely have 
been filled with the revivifying ozone 
of unaided private activity but for the 
persistence of certain inadequacies in 
the conventional loan system and cer- 
tain misconceptions and false attitudes 
on the part of people generally and 
mortgage lenders in particular. The 
trouble, as I see it, gets down to three 
things. 

In the first place, our conventional 
loan system is not too well adapted 
to the requirements of the present-day 
housing market. The early years of 
FHA offered several lessons which the 
mortgage business could well have 
taken to heart. One of these was that, 
with a loan amortized at a rate some- 
what faster than normal value depre- 
ciation, the loan-to-value ratio could 
be safely increased beyond the limits 
imposed by most state laws that gov- 
ern institutional lending. A corollary 
to this was that, with a relatively low 
down payment, the market for hous- 
ing could be vastly broadened and 
a competent and progressive home 
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First, we can school ourselves in the ancient art of underwrit- 


ing. We can aggressively develop the conventional loan side of 


our business. 


Second, better advantage might be taken of the opportunities for 
service offered by conventional loans. The skilled conventional un- 
derwriter can handle a loan much more promptly than is possible with 
either FHA or VA, a matter of great appeal to borrowers and builders. 


And he may, by his conscientious attention to the loan during the amor- 
tization period and by the flexibility he has in dealing with delinquent 
mortgagors, considerably reduce the hazard of the business. Third, and 
probably the most important job that mortgage men can do to enlarge the 


conventional loan market, is to work for the modification of inhibitive state laws. 


building industry brought into being. 
Another lesson was that, to sustain a 
broad market, it must be possible for 
mortgage money to flow readily from 
the areas of capital surplus to the 
areas of capital deficiency. And I 
might add a third: that if the defi- 
ciencies of high down payments and 
inhibited flow of funds were not cor- 
rected, the federal government would 
do something on its own to compen- 
sate for them. 

These lessons have not been taken 
to heart. So far as I know, no state 
has materially modified its laws gov- 
erning institutional investment to in- 
crease loan-to-value ratios, except 
when mortgages are insured or guar- 
anteed by the federal government. 
And well over half our states main- 
tain foreclosure laws that add both to 
the expense and the uncertainties of 
realizing upon the security of a loan, 
while some have gone even to the 
extent of making a deficiency judg- 
ment actually unobtainable, or prac- 
tically unenforceable. In other words, 
the states, in respect to conventional 
lending, have done little or nothing 
to adapt themselves to modern mort- 
gage lending methods and modern 
market requirements, at the same time 
as they have allowed the old risks of 
lending to persist, or indeed have 
created new ones. Under these circum- 
stances the popularity of the govern- 
ment-insured and -guaranteed pro- 
grams, which largely overcome these 
difficulties, has understandably grown. 

The second of my list of reasons 
for the increase of government inter- 


vention in our field is that as a people 
we have a laudable but excessive im- 
patience to get our problems solved. 
The sight of hardship and the exist- 
ence of unwholesome conditions affect 
us deeply and make us want to rem- 
edy things in a hurry. As a conse- 
quence, we are inclined to forget the 
applicability to social amelioration of 
the old adage: haste makes waste. It 
not only may make waste, it may also 
block the process of amelioration alto- 
gether. 

Because our social problems in 
housing are not yet fully solved, we 
are inclined to ignore how surely, if 
gradually, they are being solved. Be- 
cause every American family does not 
yet have a decent house, we neglect 
the implications of the steady and 
tremendous improvement of housing 
conditions that has taken place over 
the last two decades, uninterrupted 
even by mobilization and war. We 
fail to take into account the effects 
of the revolutionary redistribution of 
income and the great general increase 
in income that has occurred through 
the unremitting working of the forces 
of the private market to the ends of 
social betterment. 

Instead, with our eyes fixed only on 
the remaining problem, we rush heed- 
lessly to take measures that offer the 
illusion of the quick result. We plunge 
into the demolition of acres of dete- 
riorated houses in the midst of the 
worst housing shortage in our history 
and, by so doing, immeasurably in- 
crease the cost and difficulty of slum 
clearance. We build new public hous- 
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WE CAN DO ABOUT IT 






ing at $10,000 a unit for the least 
competent of us while ambitious and 
self-reliant people, taxed for this pur- 
pose, are forced to be content with 
much less, often built with their own 
labor. We corrupt the credit system 
simply because every family has not 
yet accumulated a modest down pay- 
ment or cannot amortize a loan at a 
rate in some realistic relation to the 
probable depreciation of value. 

In doing these things we drop our 
dependence on a free market econ- 
omy, which has pretty effectively dem- 
onstrated its ability to raise living 
standards, and adopt measures that at 
best may only slow up its progress or 
at worst may destroy both it and its 
fruits. The one thing certain in the 
process is that the area of government 
intervention and responsibility is ex- 
panded. 

My third explanation of the growth 
of government in the mortgage busi- 
ness is that we are lazy. We are readily 
seduced into taking what seems to be 
the easiest way. And what could ap- 
pear easier than selecting mortgages 
that fit a government specification, 
working out the deals on the basis of 
government appraisal, and expecting 
to pass them on to an uncritical 
insurance company or an ever-waiting 
government supporting agency? Or 
from the insurance company’s point 
of view, what could be easier than to 
rely on the government stamp, rather 
than on one’s own painfully deter- 
mined estimates of value and risk? 

That many of us have taken the 
easy way in large measure is evident 
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from the figures. Between a quarter 
and a third of all the home mortgage 
business falls annually in the FHA- 
VA jurisdictions; and, during the last 
four years, about 40 to 50 per cent of 
all new privately financed nonfarm 
dwelling units have been financed 
with insured or guaranteed loans. But 
these figures tell only part of the 
story. Today about 45 per cent of the 
nonfarm mortgage portfolio of insur- 
ance companies is in the government- 
secured paper. Mutual savings banks 
have half of their invest- 
ments in the insured-guaranteed cate- 
and two-thirds of the 
business of mortgage companies is in 
the handling of these loans. I think I 
have said enough about the direction 
in which the easy way is taking us, 
but it should be evident we have al- 
ready 


mortgage 


gory; about 


gone a considerable distance. 


What 


about it? 


men to do 
For one thing they can 
school themselves in the ancient art 
of underwriting. 


are mortgage 


They can aggres- 
sively develop the conventional loan 
their There is still 
a good deal of conventional lending 
to be done; and it can’t all be handled 
who, I 
may say, have shown more resistance 
to government enticements than any 
other group. The experience with 
Regulation X in 1951 and 1952 and 
the so-called “tight money” situation 
in 1953 showed that mortgage bankers 
with conventional loan experience and 
connections can weather such disturb- 
ances not only without loss of volume 
but actually with substantial gain. 
Thus, through the 4-year period 1950- 
1953, the proportion of conventional 
mortgages recorded 


side of business. 


by the savings associations 


to total record- 
ings rose from 66 per cent to 73 per 
cent, and the 
houses financed conventionally rose 
from 49 per cent to 62 per cent of 
the total. These figures should make 
plain that it is not only still legal to 
make conventional loans, but also 
that conventional lending offers better 
prospects of uninterrupted activity 


proportion of new 


than do the government controlled 
systems. 
Mortgage bankers can do more 


than they are now generally doing to 
make conventional loans competitive 
with insured-guaranteed loans in the 
secondary market. They can do this 
mainly in three ways. First, by main- 
taining high competence in under- 
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writing, they can give their conven- 
tional loans a trade-mark of quality 
that will give them something of the 
prestige in the market that attends 
FHA underwriting. As an association 
of mortgage men, we might do more 
not only to raise the quality of con- 
ventional underwriting generally but 
also to bring about greater uniformity 
in methods of appraisal and presen- 
tation of cases. Such steps, if suc- 
cessfully taken, would do much to 
expand the market for conventional 
loans. 

Second, better advantage might be 
taken of the opportunities for service 
that are offered by conventional loans. 
The skilled conventional underwriter 
can handle a loan much more 
promptly than is possible with either 
FHA or VA loans, a matter of great 
appeal to borrowers and builders. And 
he may, by his conscientious attention 
to the loan during the amortization 
process and by the flexibility he has 
in dealing with delinquent mortga- 
gors, considerably reduce the hazard 
of the business. 

A third, and probably the most 
important, job that mortgage men 
can do to enlarge the conventional 
loan market is to work for the modi- 
fication of inhibitive state laws. Con- 
ventional lenders could well be given 
greater discretion in setting loan-to- 
value ratios on properly amortized 
loans. This discretionary authority 
would have a double-barreled advan- 
tage: it would make the loans more 
competitive with FHA and VA loans, 
and, by removing the temptation to 
match appraisal to a rigid loan-to- 
value relationship, it would encourage 
better underwriting. Limitations on 
the proportion of mortgages to total 


investments permitted to some insti- 
tutions might be re-examined. 

Above all, the complexities and un- 
certainties of foreclosure that, in the 
majority of the states, create undue 
risk to lenders, should be modified. 
The long redemption period, for ex- 
ample, has some justification in con- 
nection with the foreclosure of mort- 
gages on farm property; but it has 
no valid place in connection with 
amortized nonfarm loans. Applied to 
such loans it is a nuisance and a haz- 
ard, the main effect of which is not to 
give the borrower any warranted pro- 
tection but rather to make it harder 
and more expensive for him to borrow 
money. Greater simplification of, and 
uniformity in, state laws governing 
foreclosure procedures would surely 
contribute greatly to improving the 
national market for conventional loans. 

If these changes were brought 
about—and they could be through the 
concerted action of mortgage men in 
the states affected—one of the pri- 
mary motives that national lenders 
have for turning to insured and guar- 
anteed mortgages would be much 
weakened and the prospects of ex- 
panding conventional business corre- 
spondingly strengthened. 

I believe that it is terribly impor- 
tant to us as private mortgage bank- 
ers, dedicated to the preservation and 
advancement of a private enterprise 
economy as well as to the protection 
and improvement of our own business, 
to show the initiative and will neces- 
sary to eliminate the reasons for the 
extension of government enterprise in 
the home mortgage field. Both our 
selfish and our broader interests should 
compel us to do so. 


(Continued on page 30) 
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HAS U. S. INSURANCE MEANT 
EXCESSIVE MORTGAGE CREDIT ? 


ERE it not for the direct or in- 

direct assistance by the govern- 
ment furnished through low-cost hous- 
ing, FHA insurance and VA guaranty 
of mortgages, many present owners of 
homes would not have been in a posi- 
tion to acquire them, and the slum 
problem in urban areas would be even 
more serious. Without such govern- 
ment aid, not only would housing 
conditions in the United States today 
be less favorable, but business activity 
could not have been maintained at 
the level which prevailed throughout 
the postwar period. 

The aid granted by the govern- 
ment may be considered a “subsidy” 
since the credit of the individual and 
of the collateral (the home) is sup- 
plemented by the credit of a govern- 
mental agency. This supplemental 
government credit, which is not cost- 
free to the home purchaser, makes 
possible the lengthening of maturities 
of mortgages, reduces the annual car- 
rying charge, and has been primari’, 
responsible for the willingness of finan- 
cial institutions to acquire such mort- 
gages. 

To get at the question of whether 
government insurance develops exces- 
sive mortgage credit, these questions 
have to be answered: 


>> Are there too many homes now 
and is there danger of an oversupply 
with its impact on prices, values, and 
hence on the mortgages? 


>> Is the supply of mortgages out 
of line with the savings of the people, 
and has the situation developed where 
funds were invested in mortgages 
when they could have been used more 
effectively in industry or in trade? 
>> Is the method of financing homes 
sound, or will it lead to difficulties 
later on? 
>> Can a secondary mortgage market 
be developed, thereby considerably in- 
creasing the liquidity of mortgages, 
without the use of government funds? 
Are there too many homes and is 
there a danger of an oversupply? In 
his housing message the President 
said: “A high level of housing con- 
struction and vigorous community de- 
velopment are essential to the eco- 
nomic and social well-being of our 
country. It is therefore properly a 
concern of this government to insure 
that opportunities are provided every 
American family to acquire a good 
home.” He further said: “The federal 
government must provide aggressive 


As condensed from Dr. Nadler’s address at the 
ABA Savings and Mortgage Conference. 


By DR. MARCUS NADLER 


and positive leadership. At the same 
time, actions and programs must be 
avoided that would make our citizens 
increasingly dependent upon the fed- 
eral government to supply their hous- 
ing needs.” The President recognized 
the fact that there is still a shortage of 
housing for people in the lower-in- 
come groups, and to meet this situa- 
tion he recommended ‘a new and 
experimental program under which 
the FHA would be authorized to 
insure long term loans of modest 
amounts, with low initial payment, on 
both new and existing dwellings, for 
low-income families.” In addition, 
the recommendation was made that 
slum clearance continues and that 35,- 
000 units be erected in the next year. 
Still another recommendation was for 
modification of the FHA laws to en- 
able that agency to insure mortgages 
on old homes to the same extent as 
on new homes. 
2> The conclusion is that there is no 
danger that the supply of homes has 
increased too rapidly or to a point 
where it could create adverse effects 
on prices and values of existing homes. 
This conclusion does not imply that 
real estate values will continue to in- 
crease indefinitely. Our economy is a 
dynamic one and is in a constant state 
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of flux. Ups and downs in all values 
are to be expected, and this includes 
real estate. 

Is the supply of mortgages out of 
line with the savings of the people? 
Mortgage debt outstanding on 1- to 
t-family non farm properties increased 
sharply since the end of the war. The 
mortgage debt on such dwellings rose 
from $18.5 billion at the end of 1945 
to $45.1 billion at the end of 1950 and 
to $65 billion at the end of 1953. 

The sharp increase in mortgage 
debt and related building activity since 
the end of 1945 reflect the following 
developments: 
>> The almost complete stoppage of 
housing construction during the war. 
At the end of 1940, the amount of 
outstanding mortgage debt on 1- to 
4-family non farm dwellings amounted 
to $17.3 billion. The increase of $1.2 
billion during the war period (1940- 
1945) clearly shows that residential 
building activity was at a very low 
level. 
>> The sharp increase in prices of 
the increased 


homes resulting from 


cost of building materials and notably 
labor contributed in a significant de- 
gree to the increase in mortgage vol- 
ume. 

>> The sharp increase in population 
and the large volume of family for- 
mations which occurred shortly after 
the war stimulated the demand for 
homes. 

>> The increase in the standard of 
living of most people, the rise in the 
birthrate, and the decentralization 
movement from congested cities to 
suburbs contributed materially to the 
increase in the number of home 
owners. 

>> The enhanced economic security 
of many families during the last 20 
years also contributed to the desire of 
Once the eco- 
individual fam- 
it is relieved at 


owning one’s home. 
nomic security of the 
ily has increased and 
least to some extent of the worries 
caused by sickness, unemployment, 
and old age, it is more willing to mort- 
gage its future income in order to 
meet its present needs and require- 
ments. 


>> The easy terms under which vet- 
erans could acquire homes also played 
an important role in this development. 
The role of government insurance in 
the spreading of home ownership since 
the end of the war has been a very 
significant one. 


While the supply of mortgages and 
of corporate and tax-exempt securi- 
ties increased, the supply of funds 
available for investment has kept pace. 
In part, and particularly shortly after 
the war, the supply of funds seeking 
an outlet in mortgages and in corpo- 
rate securities was increased consider- 
ably through the monetization of gov- 
ernment bonds acquired during the 
war by institutional investors, notably 
life insurance companies. 

Savings in the United States have 
undergone a considerable change in 
the last two decades. They have be- 
come increasingly contractual and 
negative in character although volun- 
tary savings are substantial and rising 
as evidenced by deposits in mutual 
savings banks and time deposits of 
commercial banks as well as capital 
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shares in savings and loan associa- 
tions. The liquid savings in the hands 
of the people consisting of cash on 
hand, bank deposits in various forms, 
shares in savings and loan associa- 
tions, government securities, and equi- 
ties in trust funds at the end of 1953 
were over $200 billion as compared 
with $154.5 billion at the end of 1945. 
The contractual savings in the form 
of life insurance, pensions, and profit- 
sharing funds have increased consid- 
erably, and the end is not as yet in 
sight. 

An additional factor in the supply 
of funds available for investment is 
in the form of negative savings con- 
sisting of amortization of mortgages 
as well as the operation of sinking 
funds on bonds and in many instances 
even on preferred stocks. If consid- 
eration is given to the fact that Amer- 
ican corporations are relying increas- 
ingly on internal resources, notably 
retained earnings and depreciation re- 
serves to finance their capital require- 
ments, one is warranted in concluding 
that the supply of capital has kept 
pace with the demand for it. In fact, 
if the supply of mortgages had not 


been as large as it actually was since 
the end of the war, stimulated by the 
activities of the FHA and VA, the 
supply of funds seeking investment 
would have been greater than the 
demand, and money rates in all prob- 
ability would have been lower than 
they are today. 

There is a possibility that the future 
supply of savings may not be adequate 
to the demand if a) the Treasury 
should operate with a large deficit and 
finance it through the sale of long 
term bonds, or b) if the debt man- 
agement policy of the treasury should 
be directed largely toward the con- 
version of matured or called obliga- 
tions into long term bonds suitable for 
investment by institutional investors 
other than commercial banks. So far 
as the budget deficit is concerned, no- 
body of course can tell how large it 
will be. It is, however, comforting to 
note that according to the budget 
message of the President, the federal 
deficit on a cash basis during the 
present fiscal year will be only a little 
over $200 million, and for the fiscal 
year 1954-55 a surplus of over $100 
million is envisaged. If these esti- 


mates materialize, the budget for all 
practical purposes will be balanced. 
To be sure, because of the uneven 
inflow of receipts, the treasury is 
forced to borrow in the second half 
of the calendar year. However, the 
amounts involved are not large and 
will to a considerable extent be met 
through the sale of tax anticipation 
notes. As regards refunding opera- 
tions, it is not likely that the treasury 
will offer long term securities in large 
amounts which will compete with 
mortgages and corporate borrowing. 
>> One may therefore reach the sec- 
ond conclusion: that the supply of 
mortgages has not been excessive in 
relationship to savings. 

The next question that arises is 
whether it is economically sound for 
investors to buy mortgages on homes: 
a) where no down payment has been 
made, and b) with a maturity of the 
mortgage of over 25 years. In my 
opinion, it is unsound to make any 
mortgage loans where no down pay- 
ment is required. Every potential 
buyer of a home ought to demon- 
strate that he was able to save at least 
a modest amount for a down payment. 
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Moreover, even a small down payment 
indicates that the mortgagor has an 
equity and hence a financial interest 
in the property. Where the mortgagor 
makes no down payment, his interest 
in the property may not be the same 
as when he has an equity in it. 


An entirely different question is 
whether a mortgage with a maturity 
of over 25 years is sound. The answer 
will depend primarily on the insurance 
and the guaranty of the mortgage. It 
is quite evident that in the case of a 
conventional mortgagee 
may be unwilling to acquire a mort- 
gage with a maturity of over 25 years. 
The situation, however, is entirely dif- 
ferent where the mortgage is insured 
or guaranteed by a governmental 
agency. In this respect, the ultimate 
risk rests on the credit of the govern- 
and in such mortgages, the 
main concern of the mortgagee is to 
see that the mortgage is properly serv- 
iced. Looked at from the point of 
view of safety, it should make no dif- 
ference in the case of insured or guar- 
anteed mortgages whether a mortgage 
matures in 15 or 30 years provided it 


mortgage, a 


ment; 


is regularly amortized, thereby con- 
stantly increasing the equity of the 
owner. Since the government is com- 
mitted to assist individuals, particu- 
larly those in the lower-income brack- 
ets, to acquire homes, and since the 
government is willing to place its 
credit behind mortgages with a ma- 
turity beyond 25 years, there is no 
reason why investors should not ac- 
quire such mortgages. 

The question here is not so much 
whether an FHA-insured or VA-guar- 
anteed mortgage with a maturity of 
over 25 years is sound but rather 
whether ways and means can be found 
to make FHA-insured and VA-guar- 
anteed marketable 
and hence more liquid. Since the 
Administration is eager to eliminate 
FNMA and to convert it into a pri- 
vately-owned corporation, it is up to 
those who originate and buy mort- 
gages to the government to 
achieve this aim. In many respects, 
one may say that FHA-insured and 
VA-guaranteed mortgages resemble 
the public housing bonds issued by the 
Public Housing Authorities. While 


mortgages more 


assist 


these obligations are issued by local 
housing authorities all over the coun- 
try, their credit standing rests on the 
federal government; and hence they 
are treated as riskless assets. The 
main problem is the creation of a sys- 
tem which will assure uniform serv- 
icing and the remittance of interest 
and amortization payments to one or 
several central institutions. Once this 
is achieved, the creation of a broad 
secondary market for FHA-insured 
and VA-guaranteed mortgages ought 
to be relatively simple. 

>> Does government insurance de- 
velop excessive mortgage credit? It is 
now possible to answer the final ques- 
tion; namely, does government insur- 


ance develop excessive mortgage 
credit? From the above analysis, it 


is clear that the answer is no. 

The insuring and guaranteeing of 
mortgages by governmental agencies 
has enabled the country to improve its 
housing facilities and has played an 
important role in the spread of home 
ownership. The agencies of the gov- 
ernment guaranteeing and insuring 
mortgages have thus contributed ma- 
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terially to our high level of business 
activity. In spite of the fact that we 
have had a housing boom for a num- 
ber of years, the need has not as yet 
been met. As was indicated by the 
President in his housing message, there 
is still a substantial need to im- 
prove housing facilities, particularly of 
people in the lower-income groups. 


It is, however, of the utmost impor- 
tance that the activities of the agencies 
engaged in insuring and in guarantee- 
ing of home mortgages be coordinated 
with the credit policies of the Reserve 
authorities and the debt management 
policy of the treasury. It is important 
that the government be given the 
power to raise or lower the rate of 
interest on mortgages as well as to 
extend or shorten the term of pay- 
ment. Once the government has this 
power, it would be in a position to 
retard home building in periods when 
the economy is operating at capacity 
and to stimulate it when the economy 
is in a downward trend. Similarly, it 
is of importance that the debt man- 
agement policy of the treasury be 


coordinated. with the housing policy 
of the government. 

While it has been recognized both 
by the Democratic and Republican 
administrations that it is the function 
of government to assist individuals 
and families in lower-income groups 
to acquire homes, it is quite evident 
that the responsibility of making in- 
sured and guaranteed mortgages mar- 
ketable and hence liquid rests on pri- 
vate enterprise and particularly on 
the originators and buyers of mort- 
gages. Once a way has been found to 
standardize and, if possible, to concen- 
trate the servicing of FHA and VA 
mortgages, the rest would be a rela- 
tively simple problem. 

The housing problem of recent 
years has been aggravated by the 
sharply increased cost of home con- 
struction so that the average indi- 
vidual in the lower-income group 
could not afford decent housing with- 
out a direct or indirect government 
subsidy. This subsidy has taken the 
form directly of public housing and 
indirectly of guaranteeing and insur- 


ing of mortgages. The guaranty and 
insurance of mortgages has removed 
the credit risks from such mortgages, 
has made possible the lengthening of 
mortgage maturities, and has attracted 
a great deal of capital from institu- 
tional investors. The guaranteeing and 
insuring of mortgages has not devel- 
oped excessive mortgage credit. The 
amount of mortgages outstanding, 
while large, is not beyond the ability 
of the mortgagors to pay the carrying 
charges, nor is it out of line with the 
savings of the people. 

What is needed today is for those 
engaged in mortgage banking, as orig- 
inators, distributors, and buyers of 
mortgages, to find ways and means of 
making these mortgages liquid with- 
out recourse to government credit. A 
way has to be found to standardize 
and concentrate the servicing of guar- 
anteed and insured mortgages. Once 
this is achieved, there should be no 
basic difference between institutions 
engaged in the financing of homes and 
those engaged in the mass financing of 


(Continued on page 30) 
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The Kind of Housing Law 


The 
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Country Should Have 


At this moment the new housing legislation is—as all na- 
tional legislation must do—going through the slow, labored 
processes which in the end usually means a law of some 
kind. The hearings have been held. The committees are 
making their decisions. The House has voted, soon the 
Senate will, and probably then both bills will go back to 


conference for a final decision. 


In this new legislation, MBA took a positive and forth- 
right position on every proposal. President Clarke appeared 
before both the House and Senate Banking and Currency 
committees and made these views known. The testi- 
mony he gave is a rather remarkable document in many 
respects. It traces the government participation in the 
mortgage industry from the beginning, cites the reasons for 
the actions of twenty years ago and carefully notes the times 
and places when the government’s initial intentions have 
departed from the original objectives. It states a policy 
and a principle for just about every activity with which 
the mortgage industry is concerned. Thus, this testimony 
constitutes a sort of blueprint for the opinions and views 
of the private mortgage lender as to just what should be 
the future role of government. It deserves a wider audience 
than is posstble during a period when this Association, as 
well as others, were submitting detailed briefs on a broad, 
complex proposal such as the present legislatien is. With 
only a few minor deletions, this is the statement of the 
MBA idea as to what the new law ought to contain as 


given to the committees 


By PRESIDENT WILLIAM A. CLARKE 




















LTHOUGH the Mortgage 
Bankers Association has, in its 
membership of more than 2,000, rep- 
resentation of all types of mortgage 
lending institutions, the largest part 
consists of organizations the primary 
function of which is the development 
of mortgage business and the origina- 
tion and servicing of loans for the ac- 
count of other institutions, mainly 
banks and life insurance companies. 
Mortgage bankers must have close 
relations with, and intimate knowl- 
edge of, every element and aspect of 
home building and home financing 
activity. There can be no advantage 
to them that is not an advantage to 
this great activity as a whole; for 
only when mortgage money is avail- 
able at attractive terms, when builders 
are able to find a good market for 
their houses, when buyers are both 
satisfied with their houses and capable 
of meeting their mortgage obligations 
when, in short, the country is pros- 
perous and the economy expanding, 
only then can the mortgage banking 
industry live and grow. 

There is no way in which mort- 
gage bankers can prosper unless all 
with whom they deal are prospering. 

The interest of mortgage bankers, 
consequently, is not a narrow one. 
Since the legislation before this Com- 
mittee, if enacted, will have a pro- 
found influence on the future course 
and character of the housing market 
and, through that, on the whole econ- 
omy of this country, our concern with 
it is justifiably great, as I believe our 
view toward it and its implications is 
genuinely broad. 

We have been much impressed by 
and are in full accord with the 
“Statement of Basic Policy” which 
introduces the recent report of the 
President’s Advisory Committee on 
Government Housing Policies and 
Programs: 


“It is the conviction of this Commit- 
tee that the constant improvement of 
the living conditions of all the people is 
best accomplished under a strong, free, 
competitive economy, that every action 
taken by Government in respect to hous- 
ing should be for the purpose of facili- 
tating the operation of that economy to 
provide adequate housing for all the 
people, to meet demands for new build- 
ing, to assure the maintenance, restora- 
tion, and utilization of the existing stock 
of housing, and the elimination of con- 
ditions that create hazards to public 
safety and welfare and to the economic 
health of our communities, and that 
only those measures that prove to be 


successful in meeting these objectives 

should be continued.” 

Since this statement has been 
quoted or paraphrased both in mes- 
sages of the President and speeches 
and statements of the Housing Ad- 
ministrator, we assume that it offers 
the underlying principle on which 
this legislation is based. Our exam- 
ination of the bill has been made with 
the view of considering the extent to 
which this principle has been em- 
bodied in its specific provisions. 

Title I, for the most part, we be- 
lieve faithfully follows this underlying 
principle. It looks upon FHA as did 
its originators back in 1934: as a 
means for improving private lending 
methods, of making possible a wider 
distribution of the savings of the 
country for mortgage lending pur- 
poses, and, through that, a great ex- 
pansion of the housing market and 
the improvement of housing condi- 
tions; but not as a means for sup- 
planting private savings with govern- 
ment credit, or supplanting private 
decisions, based upon demand as ex- 
pressed in a free market, with official 
decisions as to what ought to be built 
and where and how much. 


As FHA Began 


The original FHA statute was rela- 
tively a simple affair, dealing broadly 
with the whole housing market, high, 
low, new, and old, without discrim- 
ination or special favor. In the inter- 
vening years, the tendency has been 
to move away from this position, to 
substitute special purposes for one 
broad purpose, government direction 
of activity for private decisions, and 
complexity for simplicity. 

The results have not been satis- 
factory. The law has had to be fre- 
quently changed to prevent excesses 
resulting from misconceptions of the 
market by government officials. The 
creation of special provisions for one 
type of activity or another has pro- 
duced pressures of all kinds to in- 
crease or modify these favors. In the 
end the statute has been so cluttered 
up with procedural variations and 
provisions of little or no utility that it 
has got beyond the comprehension of 
the experts in the field, let alone the 
ordinary citizen for whose benefit it 
was intended. 

The pending bill probably goes as 
far as is presently possible to simplify 
the statute, to remove discrimination 


as between one type of house and one 
type of borrower as against another, 
to reassert confidence in the private 
market to make its own decisions, and 
to make FHA again truly an instru- 
ment for facilitating the operation of 
“a strong, free, competitive economy.” 

Specifically, we endorse the elim- 
ination of sections of the National 
Housing Act that have no proven 
utility; the simplification of proce- 
dures for handling group accounts in 
the mutual mortgage insurance fund; 
the allowances made against the cost 
of foreclosure; the provisions on de- 
bentures issued on foreclosure; the re- 
moval of distortions in the schedule 
of loan-to-value ratios so as to avoid 
undue concentration on one area of 
the market; the increase in the top 
dollar limits so as partially to restore 
FHA’s original broad market cover- 
age; the equalization of terms for 
new and existing construction; the 
increase in the limits for financing 
unsecured loans for repair and mod- 
ernization; the application of the 
“open-end” procedure to FHA-in- 
sured loans; and the utilization of 
FHA-insured loans for the renewing 
of blighted neighborhoods. 

We have only a few suggestions to 
make about these sections of the Act. 
One of these would be to give FHA 
authority to refund its own deben- 
tures, if necessary, at their 10-year 
maturity, instead of having to resort 
to Treasury financing as might be 
necessary if the foreclosed properties 
should not have been previously 
liquidated. Another is a proposal to 
facilitate the operation of Section 213 
of the National Housing Act dealing 
with cooperatives. 

We urge adoption of a provision in 
the Advisory Committee’s report, but 
not included in the bill, which would 
give FHA greater leeway in using its 
income to meet the inevitable vari- 
ability in its operating expenses. 

We believe that, if the things are 
done that I have been discussing, all 
that may be done to make FHA a 
beneficial aid to the operation of the 
private market will have been done. 
To go beyond this would only be to 
revert to the practice of setting up a 
special provision to meet each real or 
assumed emergency, to renew pressure 
to make the new provision applicable 
to a greater range of cases, and to 
turn builders and lenders away from 

(Continued on page 22) 
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Its New, Complete, Groader iu Seope, 
More Valuable than anything ever 
offered in Mortgage Education 
MBA's | 
SCHOOL OF MORTGAGE BANKING 


COURSE | 


-_- 


OFFERED FOR THE FIRST TIME 
NORTHWESTERN UNIVERSITY, CHICAGO + JUNE 13-19, 1954 


If you are the head of a mortgage company—or work for a mortgage company—MBA offers 
you a great and valuable opportunity, and this is the year to capitalize on it. If you head your 
company, The School of Mortgage Banking is your opportunity to make a valuable investment in 
your most valuable business asset—your personnel. It is an investment you can make nowhere 
else in no other way, an investment in proper training for your staff. The emphasis is on selling— 
selling every department and selling in every department 


If you work for a mortgage company, this is an equally valuable opportunity for you—an 
opportunity to get ahead. At The School of Mortgage Banking you will hear every phase of that 
portion of mortgage lending covered by Course I, the Financing of Dwellings, explained and inter- 
preted by the most authoritative specialists in this field. 


Course I will be followed in 1955 by Courses II and III and on completion of all three the 
student will have received the most comprehensive course in higher mortgage education he can 
secure anywhere. The School of Mortgage Banking is an opportunity for the younger mortgage men 
and women of today to prepare themselves so that they will be prepared to head the successful 
mortgage houses of tomorrow. 
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The Culminating Development in 
UWMExHt3s Proudest Achievement 


THE SCHOOL OF 
MORTGAGE BANKING 


> From a practical standpoint, The 
School of Mortgage Banking is an un- 
paralleled bargain in mortgage oppor- 
tunity. For only $172, the registrant for 
Course I, June 13 to 19, will receive the 
complete course of instruction by ac- 
knowledged experts, the home study 
programs and text material and rooms 
and all meals. You add only your trans- 
portation to and from Chicago and your 
incidental expenses. 


» No place else, in no other school or 
in no other way can you—or your 


Abbott Hall where students will live 


























Thorne Hall where students will work 





employees — receive the instruction in mortgage 
lending that you are offered by the Mortgage 
Bankers Association of America. That has been 
true for seven years in the Seminar courses. Now 
the entire educational program has been ex- 
panded and broadened to reach the top step 
being attained in 1954—a complete School of 
Mortgage Banking. 


Course I includes about everything there is to 
know in Financing of Dwellings, every facet of 
this most important aspect of real estate lending 
told by the most successful authorities in the 
industry. Production of loans, legal aspects, pur- 
chasing loans, servicing — everything that goes 
into this broad operation is dealt with. You may 
have been successfully engaged in mortgage lend- 
ing for years but you will learn scores of new 
techniques and methods of handling almost every 
operation in The School of Mortgage Banking. 


Don’t overlook this opportunity which MBA 
offers you as a member firm. Discuss it with 
others in your company. Send in your registra- 
tion now and very shortly you will receive the 
complete booklet describing every detail. 
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their own responsibility for meeting 
public demand to dependence on gov- 
ernment support and direction. 

For example, the bill proposes en- 
actment of a new insurance program 
to be called Section 220. We support 
the objectives of this proposed pro- 
gram support the 


method it is proposed to use to ac- 


but we do not 





complish these objectives. So far as 
we can determine, the maximum loan 
limits and other terms proposed for 
these new 220 loans are almost iden- 
tical with those which would be im- 
posed if the proposed amendments to 
Section 203 are enacted. 

It is our belief, therefore, that the 
purposes of Section 220 could be 
effected by FHA under the new 203 
program if proper underwriting in- 
structions FHA with 
reference to the kind of neighborhood 
improvement operation contemplated 
for Section 220. 

If this is so, why then again make 
which has been 


are issued by 


the same mistake 
made so frequently in the past? Why 
set up an entirely new insurance pro- 
gram when the desired aim is to sim- 
FHA’s operations? Therefore, 
recommendation 


) 


plify 
it is our belief and 
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BRANCHES IN CHARDON 
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CINCINNAT 


that Section 220 not be enacted, but 
that FHA be directed to accomplish 
the desired results under Section 203 
as it will be amended. 

Further, the proposed Section 221 
for the National Housing Act, calling 
for a loan with no down-payment 
except for closing costs) and a 40- 
year maturity, seems to represent even 
further this kind of retrogression. We 
do not believe this proposed section is 
necessary, in the light of the generous 
maximum terms to be provided for 
the basic FHA operation. We doubt 
that it will prove attractive to private 
lenders even with the proposed in- 
creased assumption of risk by the gov- 
ernment. We know that it will add to 
the complexity and cost of the admin- 
istration of FHA. We are confident 
that pressure soon would be created 
to extend its provisions to the basic 
FHA operation. Finally we question 
the reality of the advantage to its 
supposed beneficiaries, assuming that 
the plan will work at all. 

The building industry has all too 
frequently been criticized for oppos- 
ing public housing while at the same 
time requesting more and more gov- 
ernment assistance for our own oper- 
ations in terms of higher interest rates, 
lower down-payments and longer ma- 
turities. Even though I do not believe 
such criticism has been justified in the 
past, it would certainly be justified 
now, if the Mortgage Bankers Asso- 
ciation of America as an organization 
of lenders were either to sponsor the 
proposed Section 221 program or 
were to fail to point out its incon- 


COLUMBUS - DAYTON - ELYR 


wa 


sistencies as a so-called “private enter- 
prise” program. 

If this section of the bill is passed 
we, as lenders, will endeavor to utilize 
its provisions in accordance with the 
purposes of the legislation, but we 
believe its enactment would be against 
our better judgment. 





From the borrower’s point of view, 
the expansion of the loan-to-value 
ratio and the extension of the amor- 
tization period may be a very decep- 
tive expedient. In the guise of reduc- 
ing the cost of his housing, it actually 
increases his housing cost in terms of 
the interest that he must pay over the 
life of the loan. For example, on a 
$5,000 mortgage the difference in 
principal and interest monthly pay- 
ments between a 30-year and a 40- 
year amortized loan—assuming 41/2 
per cent interest—is only $2.85. 
($25.35 as versus $22.50.) But this 
supposed saving actually results in the 
difference of paying $5,800 instead of 
$4,126 in interest over the life of the 
loan. A decrease of 11 per cent in 
the monthly payment between a 30- 
and 40-year loan thus results in a 41 
per cent increase in the total interest 
payment. This is a high long-term 
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price for a small short-term advan- 
tage. 

We should also like to point out the 
very small difference in down-pay- 
ment requirements between the pro- 
posed Section 220 (or at new limits 
under Sec. 203) and this Section 221. 





{Under Section 220, (or under Sec. 
203) the down-payment on a $7,000 
house would be $350.00. Under Sec- 
tion 221, the cash-payment required 
would be $200.] The difference seems 
almost so little as to question the ne- 
cessity of setting up an entire new in- 
surance structure. 

The basic trouble with Section 221 
is that it is trying to do what is essen- 
tially a welfare job with a device that 
Rather 


than run the risk of destroying the 


is not suited to the purpose. 


place of FHA in a private credit sys- 
tem, we believe it would be better, if 
such a necessity exists, to make an 
outright grant of a down-payment or 
part of the interest payment, or some 
similar subsidy; but in any case to 
recognize such subsidies for what they 
are, rather than to conceal their true 
nature by offering them as a normal 
credit transaction. 

In Title II of the bill we find a 
significant departure from both the 
specific recommendations and the 
spirit of the Advisory Committee re- 
port. The report urged the creation 
of a statutory committee charged with 
the responsibility of seeing to it that 
at all times the interest rates on in- 
sured and guaranteed loans would be 
kept in line with the general structure 
of interest rates. The committee was 
to have no other powers, but action 
on the authority given to it was to be 
mandatory. 

The idea was that by reposing man- 
datory action in a committee instead 
of permissive action in a single indi- 
vidual, the control of interest rates 
would be removed as well as it would 
be from political and other special 
pressures. It was the idea, further, 
that by keeping the interest in line 
with the market, FHA and VA loans 


would at all times receive a more or 


less constant share of the total supply 
of mortgage money, and that the gen- 
eral control of credit through Treas- 
ury and Federal Reserve action could 
be counted on, without other means, 
to exercise sufficient influence on 
down-payment and maturity to pre- 
vent any inflationary use of credit. 
It may be noted that, in the past, it 
was the failure to exercise such gen- 
eral control that brought about ex- 
cesses in FHA and VA financing. 

The bill substantially differs from 
the report. First, it places the control 
in the President, upon whom the full 
weight of political pressure can be 
brought, rather than in a group of 
designated officials. Second, it makes 
the action permissive rather than 
mandatory, thus inducing delay when 
political expediency counsels against 
action. Third, it substitutes a form of 
selective credit control applied solely 
and a minority part- 
of the mortgage market for reliance 
on the general controls which affect 
all parts of the market equally. 


to one part 


We believe that this approach is 
contrary to the basic principle upon 
which We 
believe it substitutes political consid- 
erations for market 
We believe, moreover, that it creates 


this legislation is based. 


considerations. 


an undue hazard to the users of the 
government-sponsored systems, whose 
activities could be 
trolled while those using conventional 
financing would be totally unaffected. 


completely con- 


We can see no excuse for this sort 
of discrimination. We fail to recog- 
nize any justification, for example, for 
applying selective credit controls to 
institutions making mortgages directly 
insured by the Federal government 
and not applying it to institutions 
making mortgages indirectly insured 
by the federal government through 
the insurance of their deposits or 
share accounts. 
advocate the extension of direct con- 


We do not, of course, 


trols to these other institutions; we 
merely point out the inconsistency. 
We oppose all forms of direct, se- 
lective, and optional controls as being 
contrary to the very essence of “a 
strong, free, competitive economy.” 
We consider that the control of the 





price of money and the rationing of 
the supply of money by official action 
is just as deleterious to the effective 
operation of a free economy as official 
price control or rationing commodi- 
ties. Such controls as are proposed 
can only serve to drive activity away 
from the controlled areas. In the re- 
lationships between private business 
and government it is vital that the 
rules be known and that changes be 
infrequently made. Private enterprise 
cannot effectively operate in an at- 
mosphere of apprehension or uncer- 
tainty caused by frequent and unfore- 
seeable changes in the rules of the 
game. That atmosphere leads to at- 
tempts to double-guess the govern- 
ment and to act on judgments of 
probable government action rather 
than on estimates of the demands of 
the market. 

The Mortgage Bankers Association 
has long advocated that the rates of 
interest on FHA and VA loans be left 
free to find their place in the market, 
in the confidence that the insurance 
and guarantee features would be suffi- 
cient to give these rates a competitive 
differential. Actually, in the end, no 
other method of setting rates will 
work unless public credit is to be sub- 
stituted for private credit and public 
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distribution substituted for the private 
market. 

We have accepted the proposal in 
the Advisory Committee report as be- 
ing a step in the right direction and 
probably the longest one that could be 
made at the present time. We cannot, 
however, endorse a plan that places 
the FHA and VA part of mortgage 
activity under as strict and compre- 
hensive controls as ever have been 
found necessary in an acute national 
emergency in the midst of an other- 
wise free market. We cannot help but 
point out that our entire industry not 
so long ago fought vigorously, in pro- 
testing the extension of authority to 
impose controls under Regulation X, 
to end the very types of controls now 
proposed in Title II. The plan is 
neither fair nor practicable. It will 
not work. It promises only trouble 
for any administration that seeks to 
operate it. 

Our opinion is that Title III of 
the bill— dealing with the revival 
of the Federal National Mortgage 
Association — also is a significant and 
unfortunate departure from the rec- 
ommendation of the President’s Ad- 
visory Committee. In an unimpeded 
free market, controlled by freely 
moving interest rates, supported by 
increasing savings and active compe- 
tition all along the line among various 
types of lenders and various kinds of 
borrowers, the need for a secondary 
mortgage market facility is not great. 

This conclusion is based on a year- 
long study recently completed by the 
Association. We believe it would be 
desirable to provide the users of FHA 
and VA financing with an institution 
of last resort that could help to even 
out irregularities in the regional and 
seasonal flow of mortgage funds and 
could offer a source of liquidity in 
times of unusual stress. We do not, 
however, believe that such an institu- 
tion should promise to maintain a 
flow of funds at all times or under all 
conditions, that it should support 
credit programs that are not inher- 
ently sound, or that it should provide 
a means for avoiding interest rate ad- 
justments that the market demands. 

The plan offered by the President’s 
Advisory Committee conformed to the 
specifications I have set forth. It would 
be capitalized with non-government 
money. It would follow the pattern 
of the Land Bank System in requiring 
an investment in stock at a ratio- 
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recommended at not more than 4 per 
cent—to the amount of mortgages 
sold to the institution, this stock to be 
redeemable whenever these mortgages 
might be repaid or sold to another 
investor. It would obtain additional 
operating funds by offering deben- 
tures in the market at a maximum 
ratio of 12 times its capital and sur- 
plus. It would receive no support 
from government and assure no sup- 
port for otherwise unmarketable ac- 
tivities. It could, however, well serve 
to tide over temporary distortions in 
the flow of funds and to expand the 
market for loans in areas of capital 
deficiency. With minor suggested 
modifications, the Association en- 
dorsed the recommended plan. 

The proposal in the legislation on 
the one hand offers a completely im- 
practicable mechanism so far as con- 
cerns what might be called a normal 
secondary market function, and on 
the other provides the government 
with a powerful means for creating 
public debt to support activities, such 
as the proposed Section 221, which 
might not be acceptable to the private 
market, as well as for pouring public 
credit into the market at such times 
as the President might believe it de- 
sirable. 

The part of the plan presumably 
dealing with normal secondary mar- 
ket needs is limited to purchases of 
mortgages in the lower part of the 
market rather than being designed to 
service the market as a whole. It re- 
quires sellers of these mortgages, in 
addition to other charges and dis- 
counts, to make a non-refundable 
capital contribution equivalent to 3 
per cent of the amount of mortgages 
sold to the institution. This contribu- 
tion carries a certificate exchangeable 
for stock in the corporation at such 
time as the original government cap- 
ital might be retired. Because this 
contribution is in the nature of the 
purchase of a right, it would not be 
deductible for tax purposes as a busi- 
ness expense. Yet it would receive no 
dividends so long as government cap- 
ital remained in the corporation and 
would carry no right of redemption 
even in the extremely remote con- 
tingency that the government stock 
was retired. These extraordinary pro- 
visions practically assure that this 
part of the plan would have no prac- 
tical utility. 

When, however, the President 


might desire to use the facility for 
the purpose of supporting the whole 
FHA-VA market, or any selected part 
of it, for example Section 221, the 3 
per cent contribution provision could 
be dropped, and the facility could be 
operated exactly as FNMA was in the 
lush days of 1949 and 1950 when, in 
its support of the VA housing pro- 
gram, it became one of the principal 
engines of the price inflation of that 
period. With the treasury support 
given it, this portion of the plan ob- 
viously could be made to work, and, 
especially in view of the impracticality 
of the first part of the plan, pressure 
for its invocation would be unremit- 
ting. 

We think it neither necessary nor 
desirable for the government to keep 
such a financial bomb in its closet. 
The private mortgage market has, 
after the postwar turmoil, achieved a 
good measure of stability. The pros- 
pect is that the supply of mortgage 
funds from the people’s savings in the 
years ahead will be ample to meet 
the needs of a broadening housing 
market. Aside from the assurance of 
a market rate of interest for FHA 
and VA loans, no more is needed than 
a means to reduce the incidence of 
the usually temporary fluctuations to 
which the private market is subject. 

The Association urges that this sec- 
tion of the bill be given thorough re- 
consideration. We recommend a re- 
turn to the principles enunciated and 
proposals offered in the report of the 
Advisory Committee; and while as an 
alternative we would accept the in- 
itial use of government capital in lieu 
of the proposal to permit investment 
of Home Loan Bank funds, we oppose 
any further major departure from the 
Committee’s plan. 

Title IV of the bill, dealing with 
urban renewal, has our complete en- 
dorsement. So important do we feel 
its provisions to be to the maintenance 
of economically sound cities, health- 
ful and attractive living conditions, 
and the encouragement of greater 
private investment in housing prop- 
erty, that we are offering special tes- 
timony on this subject by James W. 
Rouse, whom we are proud to claim 
as one of the principal authors of the 
proposal. 

In respect to Title V, dealing with 
public housing, we consider the pro- 
posed amendments to be of minor 
significance. If the existing statute is 

















to provide the basis for the continu- 
ance of this activity, they may offer 
some mild improvement. We regret 
that the bill does not go to the heart 
of the question of whether it should 
be continued at all. 

Although the Mortgage Bankers 
Association includes but few savings 
and loan institutions and consequently 
is not ordinarily concerned with their 
special problems, we nevertheless fully 
endorse the provisions of Title VI of 
the bill that give these institutions 
better protection against arbitrary ac- 
tion by government officials and make 
possible their broader coverage of the 
mortgage market. We can only wish 
that the same attitude of confidence 
could be manifested in this legislation 
to those institutions that more gener- 
ally deal in FHA and VA mortgages. 

In concluding, I ask for greater 
confidence in these institutions—the 
insurance companies, the banks, and 
the mortgage companies that over a 
20-year period have made the insured 
mortgage system a vital feature of 
the private mortgage lending struc- 
ture of the country. All but a small 
fraction of the 3.4 million mortgages 
financed with FHA mortgages since 
1934 have been financed by the _in- 
stitutions I have mentioned. Of the 
total amount of this activity, only 
193,200, or 6 per cent have ever 
found their way into FNMA and this 
mainly during periods or in respect 
to programs when interest rates were 
set below marketable levels. 

The mortgage lending institutions 
of the country have well demonstrated 
their desire to work with the govern- 
ment in improving housing condi- 
tions. They have a great record with 
insured, guaranteed, and conventional 
loans. They will keep up this record 
provided their freedom to perform is 
not arbitrarily hampered. In the main 
this bill enlarges the area of potential 
performance. I have endeavored to 
point out the sections of the bill that 
do this as well as to indicate those 
sections that appear to us to be in 
conflict with this objective. We urge 
your reconsideration of the conflicting 
sections, to the end that, relying on a 
“strong, free, competitive economy,” 
we may look forward to even greater 
progress in the improvement of the 
housing conditions of our people in 
years ahead than has been achieved 
during the troubled period through 
which we have passed. 








ALL THE TOOLS 
OF OUR TRADE 


No artisan can “deliver full service” 
without the adequate tools. That’s a rule 
that holds good in the business of title 
insurance, too. 

TG&T has the full kit of tools— 
extensive facilities, a stockpile of records 
dating back to 1654, the judgment and 
experience of experts—ALL the neces- 
sary resources so valuable in efficiently 
serving the increasing number of lawyers, 
financial institutions and property owners 
who look to us for the protection of sound 


title insurance. 


TITLE GUARANTEE 
and Trust Company 


MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4- 1000 


TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
litle insurers in many other states 
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MBA Nominees for 1954 - 55 


For President 
WALLACE MOIR 


For Vice President 
LINDELL PETERSON 


Wallace Moir, president of the 
Wallace Moir Company, Beverly 
Hills, California, was nominated for 


MBA president for the 1954-55 term 
and Lindell Peterson, president of the 
Chicago Mortgage Investment Com- 
was designated the 


president by the 


pany, ( hicago, 


nominee for vice 
nominating committee, headed by 
Aubrey M. Costa, Dallas, chairman. 
Announcement of the slate which the 
committee tlst 
MBA meeting in Chicago in 
Sep*ember was made at the board of 


Colorado 


will present at the 


annual 
governors meeting in 
Springs. 

Nominated for regional vice presi- 
dents were 

Region 2, William L. King, presi- 
dent, Boss & Phelps Mortgage Co., 
Washington, D. C. 

Region 4, Edward F. Lambrecht, 
Lambrecht Realty Company, Detroit 

Region 6, R. G 
Marx & Bensdorf, 


Holladay, presi- 

dent, Inc., Mem- 

phis. 
Region 


E. R. Haley, president, 


General Mortgage Corporation of 


lowa, Des Moines. 
8, Fred J. Freiner, presi- 
E. Mahan & Company, St. 


Region 
dent, L. 
Louis. 

Region 10, A. H. Cadwallader, Jr., 
president, Mortgage Investment Cor- 
poration, San Antonio. 

Region 12, J. R. Jones, vice presi- 
dent, Security-First National Bank of 
Los Angeles. 
the 


Nominated for positions on 
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board of governors for terms ending 
in 1958 were: 

Norman H. Nelson, vice president, 
The Minnesota Mutual Life Insur- 
ance Company, St. Paul. 

C. A. Legendre, 
Mortgage Corporation, New Orleans. 


president, Standard 


E. H. Grootemaat, president, A. L. 
Grootemaat & Sons, Inc., Milwaukee. 

G. H. Dovenmuehle, president, Do- 
venmuehle, Inc., Chicago. 

C. Douglas Wilson, president, <.. 
Douglas Wilson & Co., Greenville, 
South Carolina. 

P. S. Bower, assistant general man- 
and treasurer, The Great-West 
Life Assurance Company, Winnipeg, 


agel 


Canada. 

H. Duff Vilm, president, H. Duff 
Vilm Mortgage Company, Inc., In- 
dianapolis. 

Nominated for associate governors 


at large were: 


Region 2, T. T. Hyde, III, vice 
president, First Mortgage Corpora- 


tion, Richmond. 

Region 4, Robert H. Pease, presi- 
dent, Detroit Mortgage and Realty 
Company, Detroit. 

Region 6, R. W. Warren, vice presi- 
dent, Reid-McGee & Company, Jack- 
son, Mississippi. 

Region 8, W. C. Rainford, presi- 
dent, Mercantile Mortgage Company, 
Granite City, Illinois. 

Region 10, F. 
Flynn Investment 
lingen, Texas. 

Region 12, R. C. Larson, executive 


L. Flynn, president, 
Company, Har- 





Lindell Peterson 


vice president, C. A. Larson Invest- 
ment Co., Beverly Hills, California. 
Mr. Bower is the first 
named for office in the 
which in recent years has admitted a 
substantial number of Canadian life 
insurance companies and mortgage 
banking firms to membership. 


Canadian 
Association 


Mr. Moir heads his own mortgage 
banking firm, Wallace Moir Company 
in Beverly Hills, Calif., founded in 
1927. He served in the army engineer 
corps in World War I, attended Cali- 
fornia Institute of Technology, gradu- 
ated from Stanford University, and 
entered the mortgage field as ap- 
praiser for Mortgage Guarantee Com- 
pany. Later he was vice president of 
Pacific Mortgage Guaranty Company. 
He is a former president of the 
Southern California Mortgage 
Bankers Association, the Economic 
Round Table of Los Angeles, and a 
former chairman of the life insurance 
committee of the Los Angeles Cham- 
ber of Commerce. 

He is a director of California Trust 
Company and chairman of the board 
of trustees of Berkeley Hall School 
Foundation. He served eight years on 
the Association’s board of governors 
and two years as regional vice presi- 
dent. He was chairman of the MBA 
1953 Western Seminar. He is a mem- 
ber of the Los Angeles Country Club, 
the Lincoln Club, the Newcomen So- 
ciety of North America, and the Bel- 
Air Bay Club. 


Mr. Peterson is president of the 

















Chicago Mortgage Investment Com- 
pany, and a member of the Associa- 
tion’s board of governors. Last year 
he was given the MBA annual Dis- 
tinguished Service Award in recog- 
nition of his work as head of our 
educational program which embraced 
two Mortgage Banking Seminars at 
Northwestern University, Chicago, a 
third at Stanford University, and a 
senior executives course at New York 
University. 

Earlier this year MBA announced 
establishment of a charitable trust 


fund to broaden the scope of educa- 
tion concerning mortgage banking in 
schools and colleges. The plan for the 
fund was conceived by Mr. Peterson. 
He is a graduate of the University of 
Illinois school of business administra- 
tion and studied law at Kent College 
of Law. He is a past president of the 
Chicago Mortgage Bankers Associa- 
tion, vice president, Illinois chapter, 
American Institute of Real Estate Ap- 
praisers, and a member of the Union 
League Club of Chicago and the Ex- 
ecutives Club of Chicago. 


First Trust Committee of MBA Fund 
Named; Initial Projects Are Planned 


The first trust committee of The 
Research and Educational Trust Fund 
of the Mortgage Bankers Association 
of America has been named by the 
nominating committee and is headed 
by Franklin Briese, treasurer of The 
Minnesota Mutual Life Insurance 
Company, St. Paul, as chairman with 
Mrs. T. J. Bettes, chairman of _ the 
board, T. J. Bettes Company, Hous- 
ton, as vice chairman. Other mem- 
bers of the initial committee include: 

Byron T. Shutz, president, Herbert 
V. Jones & Co., Kansas City, and a 
past president of MBA. 

Robert H. Pease, president, Detroit 
Mortgage and Realty Company and 
editor of MBA’s Textbook of Mort- 
gage Banking. 

Aksel Nielsen, president, Title Guar- 
anty Company, Denver, and a past 
president of MBA. 

Peter V. Cloke, mortgage secretary 
of The Guardian Life Insurance Com- 
pany of America, New York. 

Lawrence G. Gillam, assistant vice 
president, Metropolitan Life Insur- 
ance Company, New York. 

Richard A. Booth, president, 
Springfield Institution for Savings, 
Springfield, Mass., and former presi- 
dent of the National Association of 
Mutual Savings Banks. 

William A. Clarke, MBA president 
and president, W. A. Clarke Mortgage 
Company, Philadelphia. 

Brown L. Whatley, immediate past 








president of MBA and _ president, 
Stockton, Whatley, Davin and Com- 
pany, Jacksonville, Fla. 

These members were named by the 
MBA nominating committee, ap- 
proved by the board of governors and 
will serve for two years. In 1956 the 
trust committee members will be 
elected directly by the membership. 

A surprise for this beginning of 
MBA’s educational and research fund 
is that the man who conceived the 
idea and did more than anyone else 
to start it was not nominated for the 
initial committee. He is Lindell Peter- 
son of Chicago, former chairman of 





Byron T. Shutz W. A. Clarke 


“A, 


Richard A. Booth L. G. 


Gillam 





MBA’s educational committee and 
devoted to the cause of more and 
better education within our industry. 
He was not named to the board be- 
cause, as members will note from 
the preceding announcement he is the 
nominee for vice president for the 
1954-55 term. 

Frank J. McCabe, Jr., MBA direc- 
tor of education and research, will be 
secretary of the Fund. 

The first main objective of the 
Fund will be to induce more uni- 
versities and schools of higher learning 
to introduce courses of mortgage bank- 
ing into their curricula. This will 
be a long-time effort and will be 
continued in later years after other 
projects have also been started. It 
is felt, however that this effort is a 
prime objective of an educational 
program such as the Fund embraces 
and it will be pursued in schools all 
over the country. A number already 
have related courses and elsewhere in 
this issue the new Mortgage Banking 
course at NYU is described. 





Brown L. Whatley Robert H. Pease 





Aksel Nielsen Peter V. Cloke 
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Texas MBA is Preparing for Largest 
Convention with First Rate Program 


Program for the Texas MBA an- 
nual convention in San Antonio May 
19-21 is out and it looks as though 
the Lone Star mortgage fraternity is 
headed for another memorable meet- 
ing. Among those who will address 
the Convention are: 

Norman Carpenter, vice president 
in charge of mortgage loans of Metro- 
politan Life Insurance Company; 
Deane C. Davis, president, National 
Life Insurance Company, Montpelier, 
Vermont; Wallace Moir, president of 
Wallace Moir Company and MBA 
vice president; George T. Conklin, 
Jr., vice president, Guardian Life In- 
surance Company of New York; MBA 
President W. A. Clarke, president, W. 
A. Clarke Mortgage Company, Phila- 
delphia; Dr. W. H. Irons, president, 
Federal Reserve Bank of Dallas; and 
J. Hamilton Cheston, president, Na- 
tional Association of Mutual Savings 
Banks, and president, the Philadel- 
phia Saving Fund Society 

Che noted humorist and lawyer, 
Jeff H. Williams, also known as the 
official “Arkansas Traveler,” will 
speak at one of the convention meet- 
ings. 

A panel discussion with Samuel E. 
Neel, MBA general cousel, as 


erator is scheduled. 


mod- 


Panel members will be Guy T. O. 
Hollyday, FHA commissioner, T. B. 
King, acting deputy commissioner of 


VA, Neal J. Hardy, HHFA deputy 


Urban K. Wilde Is New 
MBA Head in California 


Southern California MBA elected 
Urban K. Wilde as its 1954 president 
succeeding Walter R. Clarke. Other 
officers named are E. W. Muhsfeld, 
vice-president, and George Stimson, 
secretary-treasurer. Newly elected di- 
rectors are Clark, Vaughan J. Cook, 
S. W. Bugbee, John J. Lyman, Ralph 
J. Bell and John H. Sinnett. 

Che new president of the associa- 
tion is actively engaged in the mort- 
gage loan business as manager of the 
real estate loan department of Cold- 
well, Banker & Company. 
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administrator, division of plans and 
programs; and Dick Hughes, presi- 
dent of the National Association of 
Home Builders. 

Texas MBA, largest regional mort- 
gage association in the nation, was 
organized in 1917 in Dallas. Orig- 
inally called the Texas Land Mort- 
gage Bankers Association, its first 
president was William G. Breg. The 
present name was adopted in 1930 
when the group reorganized and 
named A. Y. Creager of Sherman as 
its president. 

Current officers are J. W. Jones, 
Jones-West Mortgage Company, 
Dallas, president; G. R. Swantner, 
Swantner Investment Corporation of 
Corpus Christi, vice president; J. 
Duval West, Jones-West Mortgage 
Company, secretary-treasurer. 

Besides the business meetings, there'll 
be plenty of time and opportunity for 
some good old-fashioned Texas fun. 
On the entertainment the 
ledger, you’re in for a variety of color- 
ful activities, highlighted by two eve- 
the music of 


side of 


nings of dancing to 


Henry King’s nationally-famous or- 
chestra. 
For those who like sight-seeing, 


tours throughout the picturesque city 
have been arranged, including visits 


to the romantic Spanish missions 
which date back to the early 1700's 
and typify the influence of the padres 
who first founded San Antonio. 

A combination of these landmarks 
are along with the Venice-like San 
Antonio River which winds its way 
lazily through the city, the many 
parks, including the large Brecken- 
ridge Park which boasts a nationally- 
famous zoo with “open” pens; the 
exotic Sunken Gardens; and the 
quaint customs of a varied population 
have caused San Antonio to be named 
by the Saturday Evening Post as the 
third most romantic city in the United 
States. 

In touring San Antonio during the 
convention, sightseers also can visit 
historic Fort Sam Houston, recognized 
as the largest permanent Army base 
in the country, and many other mili- 
tary installations. 

After the convention, visitors can 
take advantage of the scenic side 
trips offered. The Mexican border 
towns with their many shops, their 
bullfights, and their entertainment are 
a short distance from San Antonio, 
and trips to Monterrey and other pro- 
vincial cities can easily be arranged. 

Visitors can reach the dude ranch- 
“Wild West Country” of Bandera in 
a few hours’ drive. Here each year a 
Spring celebration is held proclaiming 
the little town and its surrounding 
territory as the “Free State of Ban- 
dera.” 





The new Southern California MBA officers and directors. Seated: Gordon Stimson, 
executive vice president, Wallace Moir Company, Beverly Hills, secretary-treasurer; Urban 
K. Wilde, manager, mortgage loan department, Coldwell, Banker & Co., Los Angeles, 
president; E. W. Muhsfeld vice president and treasurer, Insurance Funds Mortgage Co., 
Los Angeles, vice president. Standing: John H. Sinnett, Vaughan J. Cook, S. W. Bugbee, 
Ralph J. Bell, John J. Lyman and Walter R. Clark. 











Colorful New Orleans 
Big Lure for Clinic 


It had been some years since the 
MBA Clinic train had stopped in 
New Orleans and this year’s engage- 
ment there proved to be the most 
important step it has made. More 
than 250 were on hand for a fruitful 
two-day discussion of some of the 
matters of most concern to mortgage 
men today with the new housing bill 
getting top consideration. The color- 
ful character of one of America’s 
most interesting cities didn’t hurt at- 
tendance a bit. 

At the right, one of the sessions 
getting underway and, below, time 
out at noon for a little fun and some 
down to earth philosophy about the 
state of the nation. At the New Or- 
leans luncheon, these were at the 
speakers’ table: Robert Tharpe, At- 
lanta; John C. Hall, Birmingham; 
MBA Secretary George H. Patterson; 
Henry H. Edmiston, Kansas City, 
Missouri; MBA Vice President Wal- 
lace Moir, Beverly Hills, California; 
Clayton C. Rand, Gulfport, Missis- 
sippi, speaker; Robert B. McCall, 
Baton Rouge; MBA President W. A. 
Clarke, Philadelphia; MBA General 
Counsel Samuel E. Neel; Franklin D. | 
Richards, Washington, D. C.; R. W. | eee mal} Blt leaf eer a] TE 
Warren, Jackson, Mississipp1 ; D. G. nm Pr : “ u ii | 
Nichols, Monroe, Louisiana; Joseph f pre Tyee wm 71.) TEE Gao i eee 
M. Miller, New Orleans; and E. D. 
Schumacher, Memphis. 








Single debit, the pros and cons, 
where it fits and where it doesn’t and 
how to use it got a full airing at the 
New Orleans Clinic and the group 
that went into were, left to right, 
Thomas E. McDonald, vice president, 
T. J. Bettes Company, Houston; 
W. E. Swyers, comptroller and serv- 
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Canadian Housing 
Act Is Revised 


The recent revision of Canada’s 
National Housing Act of 1944 will 
provide homebuilders with mortgage 
insurance about 50 per cent cheaper 
than in this country, House @ Home 
estimates. 

The revised law changes the old 
system of direct governmental hous- 
ing aid to private financing by Cana- 
dian banks, formerly prohibited from 
mortgage lending. The banks will 
deal with the government through the 
existing Central Mortgage and Hous- 
ing Corporation, now actually a mod- 
ified FHA-type agency. 

Unlike FHA, the insurance fund is 
not mutual and is not subject to 
claims by participants. Other differ- 
FHA: foreclosure pay- 
ments will be in cash, not debentures; 
the Central Mortgage and Housing 
Corp. can buy its own insured mort- 
gages instead of having a separate 
organization like FNMA for such pur- 


chases. 


ences from 


Mortgage interest rates, set by the 
Canadian cabinet, will remain at the 
current 51% per cent but will have a 
ceiling of 2% per cent higher than 
the going rate on long-term govern- 
ment securities. Last year Canada built 
a record 105,000 homes, almost exactly 
in proportion to the estimated 1,104,- 
700 housing starts in the United States. 


NEW ORLEANS CLINIC 
(From page 29, column 2) 


ice manager, Louisiana Fire Insur- 
ance Company, Baton Rouge; MBA 
Director of Accounting and Servicing 
W. James Metz; A. V. Craven, Fed- 
eral National Mortgage Association, 
Atlanta; Carl Burke, Federal Na- 
tional Mortgage Association, Wash- 
ington, D. C.: and Robert C. Smith, 
Federal National Mortgage Associa- 
tion, Dallas. 

Again the new federal legislation 
regarding housing got a going over 
with MBA President Clarke restating 
our views, with FHA Commissioner 
Hollyday listening intently. With 
Commissioner Hollyday was his pred- 
ecessor, Franklin D. Richards, Frank- 
lin D. Richards and Associates, Inc., 
Washington, D. C.; R. Manning 
Brown, New York; Mr. McCall, and 
Mr. Moir. 


CONVENTIONAL LOANS 
(Continued from page 12) 
These interests will best be served 
by our cultivating our own private 
garden—the garden of conventional 
lending, for over the years it alone 
can produce the dependable fruit of 
private enterprise. Everything that we 
can do to improve its quality and to 
remove the obstacles to its produc- 
tivity we should do and do with all 
our might. 





Make Sure of MAXIMUM Title 
Protection in Wisconsin 


© Whether lending, buying or selling, secure the 
advantages of truly comprehensive title insurance 

through policies issued by the Title Guaranty Company of Wis- 
consin. More than adequate resources, plus thorough knowledge of 
our home state, plus years of experience . . . add up to efficient service 
and utmost protection in all your Wisconsin real estate transactions. 


TITLE GUARANTY COMPANY 


- « Unit of Wisconsin Bankshares Corporation 


OF WISCONSIN . 


734 North 4th Street, MILWAUKEE 3, WISCONSIN 
TITLE INSURANCE, Statewide . . . ESCROW SERVICE, Milwaukee County 





30 THE MORTGAGE BANKER + May, 1954 








HAS U.S. INSURANCE 
(Continued from page 17) 


the purchase of durable consumer 
goods. While the maturity of a mort- 
gage obviously is much longer, so far 
as it rests on the credit of a govern- 
mental agency it is a riskless asset. 

In the current period of a “relling 
readjustment” and temporary reduc- 
tion in the volume of employment, it 
is understandable that some appre- 
hension may have developed over the 
expansion in mortgage credit. Such 
periods of readjustment should be 
considered normal in a dynamic econ- 
omy and particularly when the econ- 
omy has shifted from a war to a peace 
basis. However, as the readjustment 
corrects itself and the dynamism of 
the economy and increasing popula- 
tion, family formation, and employ- 
ment opportunities reassert themselves, 
it will once again become apparent 
that the volume of mortgage debt is 
not excessive and that an increased 
volume of mortgage credit will be 
required to finance the nation’s need 
for more and better housing. 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 


TAX reports prepared 

on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title Insurance 
Compony in Michigan 
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Farm Loans Haven't 
Seen Cheaper Money 


5 py supply of loanable funds 
for farm lending continues at a 
high level and while it tightened some 
in 1953, the present general easier 
money trend may show up here also- 

but certainly not so dramatically and 
so rapidly as the country is witnessing 
in the price for government bonds, the 
prime bank lending rate and in other 
indicators. Fact is, farm mortgage 
lending indicators are about where 
they were and the trends are the same. 

Lenders are screening loan applica- 
tions carefully and giving close at- 
tention to the quality of the farm 
offered as security and to the general 
financial strength of the borrower. 
Those who recently entered farming 
and already had large short-term 
debts are frequently discouraged from 
further debt obligations. This tighter 
credit policy has prevented some low- 
equity borrowers from buying farm 
land for which they could have ob- 
tained financing under conditions pre- 
vailing two years ago. 

Most of the increase in farm loan 
1953 dollar volume was due to a fur- 
ther increase in the average size of 
mortgage as the number of borrowers 
was up only slightly. The average 
amount per mortgage has increased 
steadily since 1938 and by about the 
same amount as the increase in real 
estate values. 

Dollar volume of loans made by 
the Federal Land Banks and by mis- 
cellaneous lenders in the third quarter 
of 1953 were up the most from a year 
earlier—15 per cent—while insurance 
companies increased their loan volume 
by 10 per cent. Volume of loans made 
by individuals and commercial banks 
was slightly less than during the same 
period of 1952. Despite these changes, 
the proportions of total recordings 
made by the various lenders changed 
only slightly from a year earlier. Dur- 
ing the third quarter of 1953, com- 
mercial banks made 28 per cent of 


the total, individuals 26 per cent, in- 
surance companies about 20 per cent 
and the Federal Land Banks 16.5 per 
cent. 

As to the purpose of new farm real 
estate mortgages, it appears that an 
increasing proportion are for pur- 
poses other than to finance the pur- 
chase of land. Several classes of 
lenders have noted an increase in the 
number of new mortgages being writ- 
ten to refinance existing mortgages 
and for the conversion and consolida- 
tion of short-term debts into longer- 
term real estate mortgages. In the 
case of mortgages by the Federal Land 
Banks, over two-fifths of their loans 
made immediately prior to June 15, 
1953 were fer the purpose of refinanc- 
ing existing real estate mortgages. The 
dollar volume of new mortgages is 
likely to continue at a high level for 
some time, even though the amount 
needed to finance land purchases may 
decline. 

Interest rates on new farm-mort- 
gage money have generally increased 
in all parts of the country during the 
last 2 years, reflecting the higher in- 
terest yields on government and cor- 
porate securities. Lenders who have 
increased their rates have usually 
made an upward adjustment of 0.5 
per cent. 

A recent survey of interest rates on 
farm mortgages in several Midwestern 
States shows that the most common 


rate charged there by commercial 
banks is 5 per cent. A year ago bank 
rates were about equally divided be- 
tween 4, 44% and 5 per cent. Only a 
few bankers expected interest rates to 
show any further advance in the year 
ahead—but they might have a differ- 
ent opinion today. 


>> QUIET BEFORE STORM? Our 
national legislators have tossed almost 
11,000 bills in the hopper for consid- 
eration at this session of congress and, 
strange to say, relatively few of them 
concern farm matters. While the agri- 
cultural situation as to prices hasn’t 
changed much recently, the pressure 
on Washington seems to have been 
relieved a little. Biggest thing in the 
farm economy right now, as far as 
legislation goes, is flexible supports 
and that’s going to be handled about 
like congress wants it—and congress 
likes liberal supports. Senator 
Sparkman and two Alabama congress- 
men have introduced bills to extend 
the subsidized government farm hous- 
ing loans under Title V of the 1949 
Housing Act. The Senator raised a 
howl about this after the new housing 
legislation was introduced but, fact is, 
this section was never extensively 
used, won’t make much difference 
one way or the other . . . lending on 
farms and ranches is on the curricu- 
lum at MBA’s Western Mortgage 
Banking Seminar in August. 
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PROGRESS REPORT ON 
SINGLE CREDIT 


By A. A. JOHNSON 


Vice President, Colonial Mortgage Service Company, Upper Darby, Pa. 


I HAS been nearly two years since 

this writer had the boldness to 
write “Single Credit—the Answer to 
Single Debit” that appeared in the 
September 1952 issue. Since then, 
many have inquired as to what prog- 
ress has been made. 

When the article was written, Co- 
lonial was servicing, under Single 
Credit, 638 mortgages, 2 controls, for 
two investors; six months later, 5,885 
mortgages, 24 controls for five inves- 
tors; one year later 7,874 mortgages, 
+l controls for 10 investors; today, 
still further increases, with other in- 
vestors awaiting their turn for conver- 
sion from the old to the new method 
of accounting. 

Several of these investors have in 
turn caused a number of their serv- 
icers to adopt this form of reporting. 
One has as many as nineteen. An- 
other, after adopting the plan, pre- 
pared an excellent brochure and had 
its controller travel several thousand 
miles over the country to explain and 
to inaugurate the system with its prin- 
cipal servicers. While it is true that 
this investor changed the name 
“Single Debit-Single Credit” to “Block 
Accounting” nevertheless the entire 
theory was employed. Still another 
investor with many servicers now re- 
fers to this method as “Controlled 
Accounting.” 

By whatever name or names the 
system may eventually be known, it is 
growing with favor among those who 
have taken the time to really under- 
stand the principles involved. The 
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dividends derived have more than 
compensated for the efforts employed 
in the conversion. 

A recent discourse on this subject 
by a servicing agent greatly impressed 
an executive of a New York savings 
bank. The executive recognized im- 
mediately the advantages that would 
accrue to the investor. He expressed 
surprise, however, that a servicing 
agent was endeavoring to convince an 
investor of the advisability of approv- 
ing single credit operation, as it ap- 
peared to him more logical that the 
request for the change should emanate 
from the investor. The servicer re- 
plied that his company was trying to 
better their lot in the then tight 
money market, and that mortgage 
yield competed less favorably with 
bond yield due in part to the high 
cost of detailed mortgage accounting. 

Another investor recently purchased 
a large block of mortgage loans to 
be serviced under single debit-single 
credit. The investor declared that the 
transaction became interesting primar- 
ily because of the low costs of the 
accounting methods that would be 
employed. When, before, have sales 
been so influenced! 

The President of The Bowery Sav- 
ings Bank at the 40th MBA annual 
Convention at Miami Beach said that 
number one on his list of things to do 
to reduce costs is to look to single 
debit-single credit accounting. 

Servicers fail to realize that, for the 
most part, they have not been doing 
an “accounting” job. They merely 


have been copying, copying, and copy- 
ing interest, principal, and principal 
balances from amortization schedules. 
They have been totaling what they 
have collected to ascertain how much 
was due the investor. Principal con- 
trols as such had little or no value in 
their systems. 

Investors have long employed con- 
trol methods to great advantage. Com- 
parably such control can, and does, 
work for the servicer. It reduces mort- 
gage servicing to the task of collecting 
monthly payments and remitting to 
the investor his share without the 
necessity of copying, one or more 
times, the interest and principal re- 
ceived currently on each individual 
mortgage loan. 

Through the months of operation, 
servicers on Single Credit have 
learned, to their happy surprise, that 
there are many unexpected advan- 
tages accruing to them. With volume, 
they are better able to spread their 
monthly workload because of new 
controls and because of the elimina- 
tion of considerable amount of copy- 
ing. Internal audit work also became 
easier. Information is more readily 
available on the number of loans serv- 
iced, on monthly principal liquida- 
tion, on loans paid off, and cn loans 
added. In short, many new and better 
ways of functioning and of obtaining 
valuable statistics have been found. 
There is also an added incentive to 
eliminate delinquencies, because with- 
out them there is less detailed ac- 
counting. 











The Single Credit method of oper- 
ation has also proven iess expensive 
to principals when making an audit 
of their loans in the office of their 
servicer. Far less time is consumed 
because of the essential controls that 
are maintained. 

But there still seems to be consider- 
able confusion in the minds of many 
when talking about Single Debit or 
Single Credit. The principles involved 
are simple: Single Debit refers to the 
accounting methods maintained by 
the investor; Single Credit is the ac- 
counting employed by the servicer. 

The investor, under the 
Debit system, sets up and maintains 
as to each servicing agent, control ac- 
counts for groups of specific mortgage 
loans. The mortgages are grouped by 
type, such as conventional, FHA or 
VA, by common interest rate, by uni- 
form service fee, and if desired, also 
by geographical location. A single 
control is carried on the number of 
loans, on the principal balances. on 
the total of monthly interest and prin- 
cipal payments, commonly called the 
constant, on uncollected or delinquent 
monthly interest and principal, and 
on prepaid interest and principal. To 
these controls, the investor posts only 
a single entry at the close of each 
month to each group of loans regard- 
less of the number of loans in each 
classification, all according to serv- 
icer’s collection reports. The servicer 
under this method is required to fur- 
nish supplemental statements monthly 
in addition to his regular periodic 
collection reports. These added state- 
ments are (1) principal trial balance 
in mortgagee numerical sequence, (2) 
list of all prepayments by number, by 
month prepaid, and by setting forth 
as to each loan the amount of interest 
and of principal, and (3) list of delin- 
quencies by number, by month unpaid 
and by amounts of interest and of 
principal uncollected. 


Single 


From the periodic collection reports 
and from the end of the month state- 
ment, the investor reconciles the 
month’s activity. By the use of this 
system, the investor is spared the time 
and expense of copying all the detail 
to individual mortgage loan records. 
There appeared, however, two disad- 
vantages: one, considerable difficulty 
was encountered in the reconciliation 
by the investor, and two, an added 
burden or workload was placed upon 


the servicer. These disadvantages were 
overcome through the advent of Single 
Credit. 

The servicer under the Single Credit 
system, first establishes controls com- 
parable to those maintained by the 
investor and then changes completely 
its method of reporting. Periodic de- 
tailed reports are abolished, eliminat- 
ing considerable copy work by the 
servicer. In place of such statements, 
the servicer renders a single page re- 
conciliation for each class of loans 
with three exhibits: (1) a principal 
trial balance, (2) a list of prepay- 
ments, and (3) a list of delinquencies. 

The reconciliation form is in three 
parts: Part A is a summary remittance 
of all collections during the monthly 
period which when completed proves 
accounting-wise through the controls 
and prior predictions the accuracy of 
total collections and total delinquen- 
cies as shown on the separate state- 
ment. Part B is a declaration of total 
controls and changes therein during 
the monthly period for visual compar- 
ison by investor. It provides a proof 
of principal trial balance and dis- 


closes the adjusted principal upon 
which interest is calculated for the 
ensuing monthly period. Part C is a 
forecast of total collections of interest 
and of principal to be made by serv- 
icer for investor the next succeeding 
monthly period. 

All of the activities are balanced 
and proven against both cash and 
accrual controls by the servicer before 
the Reconciliation form is prepared. 

Investors who have been using the 
combined Single Debit-Credit meth- 
ods certify that only a few minutes’ 
time of one employee is required each 
month for the complete accounting 
on hundreds of mortgage loans, effect- 
ing a substantial savings in cost of 
operation. 

Because of our efforts to expound 
the value of Single Credit, we have 
often been called pioneers. We desire 
to help make mortgage loan opera- 
tions less expensive to the investor and 
have it compare more favorably with 
other types of investments. Our sole 
objective has been and still is to make 
our chosen field of endeavor, mort- 
gage servicing, a better one. 


would you hire 
BOB CRATCHIT? 
YORK RECORDS make old-fashioned Mortgage Accounting 


methods as outmoded as Dickens’ famous bookkeeper . . . end 
them with the system that COSTS 2¢ PER LOAN PER MONTH! 


You might laugh at this headline . 


.. but you 


shouldn’t laugh at mortgage banking methods 
which you may think are efficient and yet may 
be costing you time and money, month after 
month! York Records, proved in use by scores 
of mortgage bankers for the last seven years, 
enable you to utilize the efficiency of the single 
credit system at lowest cost. Get the facts now: 
check spaces below, attach this ad to your 
letterhead, and mail today! 


') Send us your Single Debit Mortgage 
Accounting Procedures book. Price: 
$1.00. 


Send us your Single Credit Mortgage 
Accounting Procedures 


$1.00. 


) Send us your free booklet, A Revolu- 
tion in Mortgage Accounting, by 
return mail, 


( ) Send us your free booklet, Aspirin 





225 EAST CLARKE AVENUE ° 


book. Price: for the Mortgage Bankers’ Eternal 
Headache. 
YORK TABULATING SERVICE, INC. 


YORK 2, PENNSYLVANIA 
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VITAL STATISTICS f 


OST striking fact of the month: construction and mortgage lending activity, instead of 
showing any sign of weakening under the impact of the business decline, has evidenced 
increasing strength. 


New construction activity [3], still ahead of a year ago, pointed to a $35 billion year. The 
number of new private houses started in March [4] was practically at the level of a year ago 
and represented a seasonally adjusted annual rate of over 1,160,000. The volume of contract 
awards for new construction during March and for the first quarter as a whole (not shown) ex- 
ceeded that for any comparable period on F. W. Dodge Co. records. A sustained volume of new 
private building of all kinds, and a resulting strong demand for mortgage loans, can be confidently 
counted upon. 


Mortgage recordings [5] have again resumed their lead over a year ago. FHA applications 
[7] took a big jump in March, while VA appraisal requests continued their advance at a rate 
of about 28 per cent ahead of last year. Insurance company acquisitions [6] were holding a sus- 
tained level, because of strong conventional loan activity and an upturn in farm loans (new 
series started this month). Preliminary estimates for April indicate increases in FHA and VA 
acquisitions. 


Business generally during March continued to slide mildly. Industrial production and de- 
partment store sales [1] were both down very slightly. Unemployment (not shown) had another 
increase, but a small one of 54,000, which was balanced by almost a comparable increase in em- 
ployment due to an expansion of the non-manufacturing labor force. Recently published figures 
for the Gross National Product for the first quarter showed a decline of only | per cent from the 
previous quarter, ascribable to inventory liquidation and lower government expenditures. 


At the beginning of April, signs of seasonal improvement became brighter although they do 
not yet show up in the official statistics. Interest rates remained on the decline [2], as the gov- 
ernment further pursued its easy money policy. Indications were that ample credit, lower taxes, 
and an improved inventory position were bringing the recession to its levelling phase. 


(1). General Business Indexes 
1947-49 = 100) 





1954- —1953— First 3 Months 
Mar. Feb. Mar. Feb. 1954” 1953 
Industrial production® ......... 123° 124 135 134 124 134 
Wholesale prices ............. 110.6” 110.5 110.0 109.6 110.7 109.8 
Department store sales*........ 107° 109° 115 112 108 113 
Sources: Federal Reserve Board, U. S. Department of Labor. “Estimated. »Preliminary. 


*Seasonally adjusted. 


(2). Bond Yields 
1954- —1953— First 3 Months 


Mar. Feb. Mar. Feb. 1954 1953 
Long-term U. S. governments: 
314% issue of May 1953, 
1978-48. ...... i Pe 2.73 2.85 ‘ 2.83 . 
Other long-term issues....... 2.51 2.60 2.89 2.83 2.60 2.84 
High-grade municipals : 
Standard & Poor’s)........ 2.38 2.39 2.61 2.54 2.42 2.54 
Moody’s corporates, total... .. 3.14 3.23 3.31 3.26 3.24 3.26 
Moody’s Aaa corporates. ....... 2.86 2.95 3.12 3.07 2.96 3.07 











THE MORTGAGE BANKER + May, 1954 


| 
| 











for the Mortgage Banker 


(3). Expenditures for New Construction Put in Place 
(millions of dollars) 





~1954— 1953— First 3 Months 

Mar.” Feb. Mar. Feb. 1954” 1953 
EE eT eee ee & $1,765 $1,638 $1,729 $1,574 $5,120 $4,930 
Residential (nonfarm) ....... 854 766 863 758 2,450 2,437 
Nonresidential building .... . . 470 476 430 433 1,432 1,294 
PN swat cu ecans cess 338 300 320 275 945 870 
oe ee ar eer re 103 96 116 108 293 329 
RNR 9) B+. pr re 773 679 798 713 2,163 2,245 
(Se a rae ne $2,538 $2,317 $2,527 $2,287 $7,283 $7,175 

Source: U. S. Departments of Commerce and Labor. »Preliminary. 
(4). Number of Nonfarm Housing Units Started 

—1954— —19538— First 3 Months 

Mar.” Feb.” Mar. Feb. 1954” 1953 
EL OP Pe OS 95,800 71,800 96,100 73,800 232,300 238,100 
| PE eer ere 1,200 1,200 9,700 5,400 3,700 19,000 
NS eA hikes one tee 97,000 73,000 105,800 79,200 236,000 257,100 











Source: U. S. Department of Labor. ’Preliminary; figures are revised three months after issuance. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 


(millions of dollars) 











—1954— —1953— First 2 Months 

Feb. Jan. Feb. Jan. 1954 1953 

Savings and loan associations... $ 517 $ 467 $ 503 $ 477 $ 984 $ 980 
Commercial banks ............ 274 263 269 278 537 547 
Insurance companies .......... 105 108 110 111 213 221 
Mutual savings banks.......... 85 85 84 93 169 177 
Mortgage companies and others 444 449 425 442 894 867 
WN « £05. teh Loess ure aene $1,425 $1,372 $1,391 $1,401 $2,797 $2,792 


Source: Home Loan Bank Board. 


(6). Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 


—1954— 1953— First 2 Months 

Feb. Jan. Feb. Jan. 1954 1953 

PRIS fe in veces ck caens $277 $282 $289 $309 $559 $598 
Oo onc Fas Con eee ae 44 51 69 80 95 149 
A ak os etree ca eet Sc Wate 46 57 25 25 103 50 
a ne, eee ee 187 174 195 204 361 399 
ee ee eer 42 36 38 38 78 76 
2 ES ae PES er $319 $318 $327 $347 $637 $674 


Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 
(number of units) 


1954— 1953 First 3 Months 

Mar. Feb. Mar. Feb. 1954 1953 
FHA applications ............. 37,335 25,703 38,367 27,635 87,371 90,447 
Units in home mortgages... .. 28,053 20,008 31,399 22,472 63,068 73,805 
Units in project mortgages... . 9,282 5,695 6,968 5,163 24,303 16,642 
VA appraisal requests.......... 36,501 34,407" 20,717 20,898 91,032 55,421 


Sources: Federal Housing Administration, Veterans Administration. "Revised. 
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ROM a small committee in 1951 
to a proud two-year-old that com- 
manded the attention of 375 specta- 


tors at its recent Chicago meeting, 
such is the progress of our Young 
Men’s Activities Committee of the 


Mortgage Bankers Association. 


Organized under the direction of 
Aubrey M. Costa, MBA prexie in 


joining the conversation as they be- 
came interested in the knowledge pos- 
sessed by these fledglings they had 
organized into YMAC just two years 
earlier. 

Ray Mason from Jacksonville, 
Byron Shutz of Kansas City, Mem- 
phis’ Cary Whitehead, Martin West 


from Washington, Sam Ballard of 


YMAC Reaping Harvest of Seeds 
Planted Just Two Years Ago 


1951, the YMAC was expected to 
focus attention on MBA members un- 
der 35 years of age and create a 
broader interest among these younger 


men of the industry. It did! 


Among the earliest activities of 
YMAC were the 
1952 and 1953 


meetings in Wash- 
ington, D. C., 
which were de- 
signed to acquaint 
young MBA mem- 
bers with the in- 
ner workings of 
FHA, the Veterans 
Administration 
and FNMA. These 
proved extremely successful in giving 
a complete picture of the routines and 
details involved in these varied gov- 
ernment housing agencies to our in- 





W. L. Otis 


dustry’s newcomers. 

The great harvest from those seeds 
planted for the young men in our 
National Capital meetings was not 
reaped, however, until the recent one- 
day “brass tacks” session held just 
following the Chicago Conference. 
Mortgage bankers of age 
spurned the usual corridor sessions 
once the members of YMAC began 
their professional deliveries of obser- 
vations and experiences accumulated 
during their short careers in the pro- 
fession. Questions flooded the con- 
ference room from all sides once the 
discussion period began. Some of the 
wise old heads even found themselves 


Another in the series of Re ports 


from the Committees, this one on the every 


Young Men’s Activities Committee. 


By W. L. OTIS 


Chairman of YMAC and 
Vice President, The Otis Co., Omaha 
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Houston, and Miami’s Lon Worth 
Crow set a jet-like pace for Modera- 
tor William A. Clarke as they dis- 
played the nationwide aptitudes and 
attitudes of MBA’s younger set from 
their seats on the panel. 

Subject matter was selected from 
many varied areas by these youngsters 
as they dazzled the older heads of the 
“Guiding the builder in his 
selection of a site,” “How to solicit 
new sources of funds and merchandise 
a mortgage loan,” “Developing build- 
ing supply contacts,” “Knowing the 
ramifications of FHA,” “Good loan 
processing and public relations,” 
“Fees for real estate brokers,” “Origi- 
nating business in mass production 
style through tracts and subdivisions,” 
and “Where investors can get young 
like those appearing on the 
panel” were only a few of the titles 
covered through speeches, questions, 
and discussion. In fact, the Chicago 
Clinic set a precedent for the YMAC 
that definitely must be carried on 
throughout future years. 


game. 


men 


While we are speaking of the fu- 
ture, one of our most important func- 
tions will be the creation of a roster 
of young mortgage bankers through- 
out the nation who have not had an 
opportunity to affiliate with YMAC. 
We need their help and ideas for 
future national and regional “brass 
tacks” sessions. If you have any ideas, 
how about dropping us a line in the 
near future? We'd like to hear from 
you. 








PROTECTION 


Licensed to do business in the following states: 
Arkansas « Florida e Georgia e Indiana e Kansas ¢ 
Louisiana ¢ Mississippi ¢« Missouri « Nebraska « 
Oklahoma e Tennessee ¢ Texas ¢ Illinois (certain 
counties ) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0613 
of St. Louis, McCune Gill, President 10 South Central PArkview 7-813! 
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PEOPLE AND EVENTS: 
0 Me 


y 


fa 





>> EVER CHANGING SCENE: 
Curt C. Mack, former assistant com- 
missioner of FHA in charge of under- 
writing, has left to join S. L. Ham- 
merman Organization, Inc., Baltimore 
as president. The firm is New York 
Life correspondent. 

Commissioner Hollyday paid high 
tribute to the contribution Mr. Mack 
in the development of FHA- 
which 


made 
insured mortgage 
were still in the experimental stage 
when he came with FHA. 


>> UP THE LADDER: New York 


Life Insurance Co. named these re- 


programs, 


gional field supervisors in the real 
and mortgage loan department 
as assistant vice presidents: Aylett J. 
Buckner, Dallas; Charles V. Denning, 
Atlanta; Thomas J. Murray, Chicago; 
William H. Whitcomb, San Francisco. 


>> SHIFTS IN ST. LOUIS: The 
election of M. H. Rodemyer as chair- 
man and Charles H. Christel as presi- 
Rodemyer-Christel & Co., 

St. Louis was an- 


estate 


dent of 
- nounced. The St. 
; Louis real estate 

’ ~ ° 
firm was organized 

— - 

by Rodemyer more 
= 4 than 30 years ago, 
and Christel has 


been associated with 
the organization for 





nearly a quarter of 
Charles H. Christel 4 century. Rode- 

myer-Christel is the 
exclusive St. Louis correspondent for 
the State Mutual Life 
of Worcester, Mass., and represents 
the Penn Mutual Life Insurance Co. 
of Philadelphia and other insurance 
financial institutions and 


Assurance Co. 


companies, 
estates. 
>> A BALTIMORE PLAN: The 
Moss-Rouse Company, Baltimore, has 
become James W. Rouse & Co., Inc., 
and has purchased the mortgage de- 
partment of Piper and Hill. 

Albert Keidel, Jr., formerly head of 
the mortgage department of Piper 
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and Hill, has joined the Rouse firm 
as vice president and heads up its new 
industrial financing activity. 

Willard G. Rouse, formerly treas- 
urer of The Mathieson Chemical Cor- 
poration, has also joined the firm as 
vice president and heads up its metro- 
politan research division. 

Acquisition of Piper and Hill’s mort- 
gage accounts brings loans serviced by 
James W. Rouse & Co. to a total in 
excess of $90,000,000. Its Metropoli- 
tan Research Division is now acting 
as owners’-representative or consultant 
on leasing and planning the develop- 
ment of shopping centers in 11 cities. 

The interest of Hunter Moss in The 
Moss-Rouse Company is being pur- 
chased by 15 executives of the firm. 
Mr. Moss will continue as a director 
of the company. 

Members of the board are: James 
W. Rouse, president; Churchill G. 
Carey, Albert Keidel, Jr., Lawrence 
P. Naylor, III and Willard G. Rouse, 
vice presidents; Hunter Moss, Hunter 
Moss & Company, appraisers; and 
Dorsey Watkins, Piper & Marbury, 
counsel to the company. Other offi- 
Harry H. Batchelor, vice 
George D. Stillson, treas- 
urer; and Thomas Mahool, Jr., as- 
sistant secretary. 


>> GROWING TREND: The Grad- 
uate School of Business Administra- 
tion of New York University an- 
nounces a new course in mortgage 
banking to be offered in the 1954-1955 
school year. This 
course is designed 
for graduate stu- 
dents particularly 
interested in the 
field, and will be 
under the direction 
of Louis J. Rub, lec- 
turer in the Gradu- 
ate School and as- 
sistant vice president 
of the East River 
Savings Bank of New York. Mr. Rub 
is the author of many publications on 


cers are 
president ; 


Louis J. Rub 


mortgage finance and is prominent as 
a speaker in this field. This course 
will be devoted to a discussion of the 
nature of mortgage credit, the supply 
and demand for mortgage credit, 
mortgage interest rates, the evolution 
of instrumentalities of mortgage credit, 
the functions and operations of origi- 
nators and of the private secondary 
market, the role of government in 
mortgage banking, central mortgage 
banking and mortgage lending policies 
and practices. 


LIFE INSURANCE 


Some observations of current devel- 
opments within the life insurance in- 
dustry of significance for mortgage 
men interested in the progress of their 
principal investor outlets. 


2? DIVIDENDS: With policy divi- 
dend increases applicable to 1954 
payments announced by a score or 
more of life companies, the great ma- 
jority of all ordinary life insurance 
policyholders have now benefited by 
dividend advances over the past three 
or four years. 

These increases in scales of divi- 
dend payments, combined with the 
increasing volume of business and the 
normal year-to-year additional pay- 
ments as policies grow older, point to 
a total of premium refunds in 1954 
on. all types of participating insur- 
ance in the neighborhood of $950,- 
000,000. This would be more than 
twice the aggregate of policy divi- 
dend payments only eight years ago. 
Policy dividends in 1953 amounted 
to $854,160,000. 

The dividend increases are cred- 
ited by the Institute of Life Insur- 
ance primarily to the effects of sus- 
tained improvement in death rates 
among policyholders and the gain in 
the rate of interest earned on in- 
vested policyholder funds. 

“Policy dividends are not dividends 
in the same sense as dividends on cor- 
porate stocks, but are refunds on 
premiums paid by owners of partici- 
pating life insurance policies,” the In- 
stitute said. “On participating poli- 
cies, the premium charged is somewhat 
larger than what it is expected will 
be required to meet all contractual 


(Continued on page 40) 





— 


















































LOUISVILLE TITLE INSURANCE COMPANY 


HOME OFFICE ° LOUISVILLE, KENTUCKY 


LICENSED FOR BUSINESS OVER A WIDE SECTION OF THE UNITED STATES 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware North Carolina 
Florida South Carolina 
Georgia Tennessee 
Indiana Texas 

Kansas Utah 

Louisiana Virginia 
Maryland Wisconsin 





Mississippi Wyoming 
and in the 
District of Columbia and 
Territory of Alaska 


BRANCH OFFICES Approved attorneys throughout states 

Baltimore, Maryland—21 South Calvert Street Issuing Agents in most principal cities 
Little Rock, Arkansas—214 Louisiana Street —Escrow Services Furnished by our 
Nashville, Tcnnessee—S.W. Cor. 3rd & Union Streets Home Uflice and by all issuing Agents. 





Financial Statement and Directory of Issuing Agents 
furnished upon request to Home Office or any Branch Office. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Bldg.. 112 East 10th St. Kansas City 6, Mo. HArrison 5040 

















